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FFICIENCY 





There is a very good reason why a number of the 
country’s foremost mortgage lenders come to 
Louisville Title for customized title insurance 
service. They have found that prompt, 
immediate attention is given every problem... 


service that is efficient in every detail. 





LOUISVILLE TITLE 


Prudence Company. 


HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
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MBA Calendar 


November 3-6, 45th Annual Con- 
vention, Conrad Hilton Hotel, Chicago 


>> WHERE THEY ARE: Life com- 
panies of the United States numbered 
1,314 on June 30 of this year, an in- 
crease of 67 over a year ago and 
over 700 more than ten years ago. 
The growth in number of life com- 
panies is shown in an analysis of the 
reports by the State Insurance De- 
partments of companies domiciled and 
doing business in the 48 states and the 
District of Columbia. 

Regional population shifts have 
been partly instrumental in a record 
number of companies being estab- 
lished in the past ten years, especially 
in areas where greater industrial 
growth has been experienced. More 
than 80 per cent of the life com- 
panies started in the 1950’s were in 
the South and West, regions which 
have shown the greatest rate of life 
insurance and industrial growth. 

These newer companies have added 
to the already strong competition 
within the business, with the result 
that the life insurance business in 
general has benefited by the growth 
of companies within its ranks. 

The younger, smaller companies 
have shown a greater rate of increase 
in recent years than the older, larger 
companies. Whereas the 50 largest 
companies have increased their in- 
surance in force only about 275 per 
cent since 1940, the other companies 
have shown an increase of nearly 650 
per cent. 

Life company home offices are 
located in every state with 20 states 
having 20 or more companies. Texas 
continues to lead the state list with 
323 companies domiciled there; 
Louisiana is second with 112 com- 
panies, followed in rank by Arizona, 
81; South Carolina, 50; Indiana, 49; 
Alabama, 43; Pennsylvania, 43; IIli- 
nois, 42; Georgia, 32; Delaware, 31; 
Arkansas, 29; Florida, 28; New York, 
28. 

There are 309 American cities 
where life company home offices rank 
as a leading community asset. 

Dallas has 141 company home 
offices, followed in order by Houston, 
with 61; New Orleans, 36; Philadel- 
phia, 35; Fort Worth, 32; Atlanta, 29. 
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Mortgage Bankers Blanket Bond 
has been broadened again 


A comparison of coverages will show you that this is 
the broadest crime insurance and errors and omissions 


protection available— 


at a very favorable cost. 


Errors and omissions coverage applying to all types of 
insurance is now available, in conjunction with the 


Mortgage Bankers Blanket Bond, on an optional basis. 


For further information write to: 


BANKERS INSURANCE SERVICE CORP. 


230 South Clark Street, Chicago, Illinois 


This advertisement does not apply to Mortgage Bankers 


located in states where insurance regulations do not permit 


solicitation of this coverage. 
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Preferred 
Risk 
to Insure 





“Our 700-home Lincoln Village project in Columbus, Ohio 


. .. is a planned community to stretch shelter dollars by offering more 
value, and yet make a fair profit for our insurance policyholders. We be- 
lieve our selection of Pease Homes will allow us to reach this goal,” says 
Murray D. Lincoln. 


Mr. Lincoln, shown on the right above, is President of Peoples Develop- 
ment and its parent organization, Nationwide Insurance Companies. 
Discussing plans with him at the entrance to one of the 2-story Pease 
Highwood model homes is Edward F. Wagner, General Manager. This 
development also includes a variety of ranch-style plans, both rectangular 
and L-shape, priced from $14,500 to $25,000. 


Whether you build 7 or 700 homes, this same complete program is avail- 
able to insure a quick conversion of your F.H.A. approved land to liquid 
profits. It includes F.H.A. Processing and Financing Service . . . Cus- 
tomized Architectural Service . . . and Personalized Model Home Mer- 
chandising and Promotion. 





For full information, write or phone William 
Stricker, General Sales Manager, and ar- 
range for a Sales Representative to call. 


PEASE 


HOMES 
amd, Cuilding Maténials 


930 FOREST AVE., HAMILTON, OHIO 
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“Protection 


Just as radar and modern scientific instruments safe- 
guard the airplane pilot and his plane —so does title 
insurance (provided by a thoroughly experienced or- 


ganization) provide essential protection for investor 
*There is no better 


protection for a or home owner. 
mortgage than 

title insurance by 

American Title. 


Licensed to write title insurance in— 


Alabama + Arkansas + Colorado + Connecticut + Delaware + District of Columbia + Florida - Georgia 
Indiana + Kansas + Kentucky + Lovisiana + Michigan + Minnesota + Mississippi + Missouri + Montana 
Nevada + New Mexico + North Carolina + North Dakota « Oklahoma + Ohio + South Carolina + South 


Dakota + Tennessee + Texas + Utah +» Wisconsin » West Virginia +» Wyoming + Virgin Islands + Puerto Rico 


Efficient Sowice based on 2/ Years experience 
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@ How TI sells home ownership 
fo your customers... 
protects them, too/ 





Why own a home? 
RELAXATION! 


Ah, to really relax! For many people, it’s just a 
dream. But for home owners, it's a dream come true. 
When you buy your “dream house,” make sure your 
rights to it are completely protected by a Title In- 
surance policy. 

Why insist on a TI. policy? At T.L you can get fast, 
low-cost, dependable title service...title service made 
possible by America’s largest staff of title specialists, 
complete land records in 15 California counties, and 
65 years experience. 

Good reasons, we think, to specify T.L. when you buy. 





eR yer 


Americe’s Largest 
Title Company 


You can be sure 
when TI insures 


Title Insurance and 


Se 
74 





ws 


ae 


2 
$,2 
T 7 
rust Lompany F3 
| 
433 S. Spring Street, Los Angeles 54 - MAdison 62411 és 
Branches and subsidiary companies in fifteen California counties) 4 
eee | 


Through local newspaper ads, Title Insurance 
is selling the benefits of owning property... 
important benefits like Relaxation and 
Hobbies and Flowers and Entertaining. 


When your customers buy in California, be 
sure to give their property, and all the many 


benefits that go with it, the safe, sure protec- 


tion of a Title Insurance policy. 


**You can be sure 
when TI insures”’ 





oe ER eo Taser 





T.L.’s fast, low-cost, dependable title service 
is made possible by America’s largest staff 
of title specialists, complete land records in 
15 California counties, and 65 years of title 
service experience. 

Remember—the best safeguard for buyers, 
sellers and lenders is a Title Insurance and 
Trust Company policy. 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 - 


MAdison 6-2411 


(Branches and subsidiary companies in fifteen California counties) 
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The familiar Jit is known to mortgage originators 
and investors throughout the nation as the symbol of 


a complete mortgage service. 


Please write or telephone us if you are interested in the 


sale or purchase of loans. 


JiNSLAK 


MORTGAGE CORPORATION 


2900 HUDSON BOULEVARD 
JERSEY CITY 6, N. J. 


SWarthmore 5-2900 
New York: WOrth 4-7356 
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BOTTOM OF THE BUSINESS SLIDE? 


lf we’ve passed it, then it’s been a very mild set-back 


$ ea gare ES 
Sete : 3 


HERE is a widespread—but not 

universal — agreement that we 
have reached the bottom of the reces- 
sion which began a year ago—in July 
1957. If it is true that recovery is now 
on its way, this will have been a short 
and relatively mild recession. But it 
has been an extremely uneven eco- 
nomic episode. For example, we find 
that durable goods production has de- 
clined, but agriculture has been rela- 
tively better off than the economy as 
a whole, and that is something which 
has occurred only during one other 
recession in this century. In most re- 
cessions agriculture has been one of 
the first segments of the economy to 
feel the impact of hard times. 


The present recession’s limited na- 





ture and its mildness are particularly 
significant in light of the fact that 
after the recession of 1954, we experi- 
enced one of the greatest private du- 
rable consumer goods and capital 
goods boom in our history. We had 
a substantial housing boom, a boom 
in consumer durable goods and a 
boom in new plant and equipment 
investment. 

Because of the proportion of this 
boom after 1954, some of our ob- 
servers have feared that we might be 
in for a more severe recession and a 
more prolonged period of underutiliz- 
ing our man-power and our produc- 
tion capacity than now seems prob- 
able. 

This concern was based on a sound 








diagnosis because historically the 
depth of a recession, or down-swing, 
has been in proportion to the height 
of the preceding boom. It now ap- 
pears possible, however, that this di- 
agnosis did not allow sufficiently for 
the elements of strength and growth 
in our dynamic economy. 

It is true that the rate of family 
and household formation is down sub- 
stantially, but the birth rate is still 
going strong. There has been no re- 
cession in the production of babies 
and this industry, if it may be called 
such, seems to rest on a solid founda- 
tion. While it is true that unemploy- 
ment has risen, total employment has 
remained high, and high wages have 
been paid all along. 


And how much did the Federal government have to do with softening what 


seemed early this year to be a serious economic decline? “The answer,” 


says Mr. 


McDonnell, “is that apart from the built-in stabilizers, such as unemployment insurance, the 


only significant steps which government has taken to put a floor under the recessionary 


tendencies, have been the stimulation of residential construction, a step-up in military and 


other procurement and public construction, and the easing of credit.”” Thus, the so- 


called built in stabilizers we have been hearing so much about in recent years apparently are 


just what has been claimed for them—stabilizing. Now, for the big factor of INSTABILITY 


which remains in our economy, see the observations of Dr. E. Sherman Adams which 


follow these of Mr. McDonnell. 


By WILLIAM A. MecDONNELL 





President, Chamber of Commerce of the U. S.; 
Chairman of the Board, First National Bank in St. Louis, 
Before Sixth Farm Credit District PCA Conference, St. Louis 
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For some months prior to last May, 
total income from wages and salaries 
declined, but about that time, it be- 
gan to climb again. And in spite of 
the substantial dip in economic ac- 
tivity, disposable personal income in 
the first quarter of this year was down 
only $4 billion or | per cent from its 
peak annual rate last year. 

Then we find that increased govern- 
ment transfer payments, such as un- 
employment compensation, social se- 
curity and veterans’ benefit payments, 
have offset nearly $5 billion of the 
$8 billion decline in the annual rate 
of labor income. 


It would seem that a further rise 
in personal income is reasonably cer- 
tain for the period ahead, due to the 
expansion of unemployment insur- 
ance, the increase in pay of Federal 
employees at an annual rate of $11 
billion — including postal employees, 
civil service workers and the armed 
forces—and the wage increases for pri- 
vate employees who continue to hold 
jobs. 

Because of this stability of personal 
income, stability of expenditures has 
for example, ex- 


followed. Again, 


penditures on services have risen with- 
out a break, while retail sales of goods 
have recovered more than half of 
their moderate decline. 

It is a good question to ask how 
much of a part the Federal Govern- 
ment has played in soothing the fever 
of this recession. 

The answer is that apart from the 
built-in stabilizers, such as unemploy- 
ment insurance, the only significant 
steps which government has taken to 
put a floor under the recessionary 
tendencies, have been the stimulation 
of residential construction, a step-up 
in military and other procurement 
and public construction, and the eas- 
ing of credit. 

Of these, probably the easing of 
credit has been the most important. 
As the supply of loan funds—relative 
to the demand — has increased, the 
Federal Reserve Board cut the redis- 
count rate from 3% per cent last 
November to 1% per cent as of now 

or by 50 per cent (but since in- 
creased of course). Furthermore, re- 
serve requirements of member banks 
against their deposits have been cut. 
Open-market operations have added 
to the lending power of banks. 


Businessmen are doing their best to 
settle wage contracts which will not 
force price increases. Indeed, one of 
the factors postponing full recovery is 
the insistence of organized labor upon 
increased wages, greater than any in- 
crease in productivity and in the face 
of above normal unemployment. The 
best way to stimulate buying is to hold 
the line on prices and you cannot hold 
prices when wages are going up. 

Even though business has declined, 
the money supply has not been al- 
lowed to run off, as was true in the 
great depression in the 1930s. If time 
deposits are included in our definition 
of the money supply, the money sup- 
ply is now about $9 billion above the 
level of a year ago, and about $6 bil- 
lion above the peak of prosperity a 
year ago this month. 

Our financial system is sound, and 
is now highly liquid and favorable to 
recovery and economic expansion. It 
is favorable to business refinancing at 
lower interest costs. Of course, no one 
would argue that monetary policy 
alone can stop inflation or arrest re- 
cession. But readily available credit is 
an indispensable, even if not a suffi- 
cient, cause of recovery. 





TITLE INSURANCE 


safeguards Mortgage Investments 


Our policies are available to you in Arkansas, Delaware, District of 
Columbia, Florida, Georgia, Louisiana, Marv'and, Mississippi, New 
Mexico, North Carolina, South Carolina, Tennessee, Texas, Utah, 


Virginia, West Virginia and in Puerto Rico. 


THE TITLE GUARANTEE COMPANY 


Home Office - TITLE BUILDING + BALTIMORE 2, MD. 


TELEPHONE: SARATOGA 7-3700 
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Fiscal policy for the next year will 
also be favorable to economic recov- 
ery. The government, in the fiscal year 
of 1959, is expected to spend over $78 
billion, but will collect from business 
and individuals less than $70 billion 
in taxes. Personally, I cannot be happy 
over this particular boost to recovery 
because when the Federal Govern- 
ment spends more than it takes in, the 
result is inflationary and I cannot re- 
joice over a recovery purchased by a 
depreciation of the currency. Never- 
theless, it is one of the factors which 
will contribute to an end of this re- 
cession. And, as we move ahead, the 
demand on the part of government for 
goods and services will be stronger— 
quarter by quarter. State and local 
government expenditures will also rise 
by $2 to $2% billion or more. 


Possibly more than half of the de- 
cline in economic activity has been 
due to what the economists call the 
“de-ccumulation” of inventories. That 
is a hundred dollar word which means 
that inventories did not A-ccumulate. 
It means they shrunk. They did not 
take on weight. 


We all know that during periods 
of high sales and in boom times, the 
tendency is for inventories to build up 
at all levels of business and in the 
hands of consumers. 


But once the tide has turned from 
boom to recession, we tend to pass 
through a period of living off our in- 
ventories. Like Calvin Coolidge once 
said, there is a time to “use it up, wear 
it out, make it do.” 


To go from a period of $5 billion 
inventory A-ccumulation to $5 billion 
DE-ccumulation, constitutes a shift in 
the Gross National Product of $10 
billion and can have a marked effect 
on employment in manufacturing, on 
transportation and on other sectors of 
the economy. 


In the first quarter of this year, in- 
ventories declined at an annual rate 
of $8 billion, and this rate probably 
has been continued in most of the 
quarter just ended. 


Inventories are still burdensome in 
a few lines, but a considerable curtail- 
ment has occurred. In the next few 
months—on the average—we should 
move from a period of DE-ccumula- 
tion to a period of at least stability. 
This in itself will result in reemploy- 
ment. 


a® -_-— 


on second 


thought... 


“Yes, an’ no, 
an’ mebbe, 
an’ mebbe not.” | 


from DAVID HARUM 


A certain amount of “hesitation is prudence” ‘ 
when evaluating a real estate loan. Every ‘ 
banker appreciates how much depends on ’ 
complete, exact information. ' 


A TG&T certificate of title supplies that 
information and a TG&T policy insures it— 
one risk eliminated. ’ 


TITLE GUARANTEE .' 
ag and Trust Company ‘ 


HEAD OFFICE: 176 BROADWAY, 
N. Y. 38 * WOrth 4-1000 
TITLE INSURANCE THROUGHOUT NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS, 
MAINE, VERMONT AND GEORGIA 





soon to be known as 


THE TITLE 
GUARANTEE 


COMPANY 
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It became obvious last year—when 
the demand for durable 
goods declined, that a number of in- 
either ex- 


consumer 


dustries had idle capacity 
As a 


were 


result of 
ap- 


isting OF 
this there 
plied to plans for plant expansion. 
The trimming is likely to continue well 
into 1959, but possibly at a decreasing 


in prospec t 


picture, scissors 


rate. Vacant housing and other space 


is rising to a certain degree, and re- 
possessions and foreclosures have gone 


up slightly. But 


On balance, we can say that while 
the 


most of them are now on the plus side. 


not all of trends are favorable, 


It is generally believed that the ex- 
panding factors will be sufficient to 
encourage a modest recovery trom the 
recent shrunken level of the economy, 
but not too much should be expected 
within the next 60 days 

It is good to note that housing starts 
Machinery orders are 
The Federal Reserve 


index of physical production moved 


have improved 
on the increase 


up slightly in May and, probably, in 
June, after declining for many months 
The 


struction industry is relatively strong. 


Employment has gained con- 


These factors, along with increasing 


government expenditures, are quite 
capable of giving us a net expansion 
in the economy after the summer dol- 


drums have been torn off the calendar. 
Let’s now turn to agriculture 


find 
the demand side, consumet 


At the National Chamber, we 
that on 
spending continues at high levels with 
food sales running well over a year 
ago, and with food merchandisers set- 


ing or holding record high sales vol- 


umes. Our people have plenty of 
money for food and they are buying 
it. They are eating well 

But exports of farm commodities 


are generally down. Reduced exports 


of wheat are the result of larger sup- 











DIRECTORY OF AMERICAN 
SAVINGS & LOAN ASSOCIATIONS 


1958-59 ISSUE 


Only complete directory of Savings and Loan Associa 
tions covering all 48 states and the District of Colum 
bia. Over 6400 entries. More than 2000 dividend rates. 
Listings alphabetically by State and City, name of As 
sociation, location, key officials, assets, memberships in 
Federal agencies 273 page cloth bound rolume $25. 
postpaid. Sample pages on request 


T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th St. Annex Baltimore 18, Md. 






“Possibly more than half of the decline in economic activity has 


been due to what the economists call the ‘de-ccumulation’ of inven- 


tories. 


did not A-ccumulate. 


That is a hundred dollar word which means that inventories 


It means they shrunk. They did not take on 


weight. We all know that during periods of high sales and in boom 


times, the tendency is for inventories to build up at all levels of 


business and in the hands of consumers. 


But once the tide has 


turned from boom to recession, we tend to pass through a period of 


living off our inventories. 


Like Calvin Coolidge once said, there 


is a time to ‘use it up, wear it out, make it do.” 


For the 
cotton exports are substantially below 
last year, plus the fact that there has 
mill activity in 
some consuming countries. Lower fats 


plies abroad same reason, 


been a let-down in 
and oil shipments also reflect a better 
inventory situation overseas, although 
feed grain shipments are up because 
of dwindled foreign supplies. 


farm commodities 
the The 


prospect is for another good crop year, 


Here at home, 


are plentiful—to say least. 


and wheat is already threatening to 
strain the the warehouses. 
Meat and livestock may not be at the 
output level of the past two or three 


seams of 


years, but they are relatively abun- 
dant, and the 
crease in the hog and cattle popula- 


outlook is for an in- 


tion next spring and thereafter. 


As we see it, livestock prices this fall 
will decline only on a seasonal basis, 
but if present indications hold good, 
cattle and hog prices will show sub- 
stantial downward adjustments next 
spring and in succeeding months. 

Meanwhile, farmers’ cost rates con- 
tinue at relatively high levels, even 
though—for the time being, anyway 

increases have come to a pause. 

Agriculture is becoming more and 
more of a business. It is increasingly 
evident that prosperity and stability 
in agriculture depend on adopting and 
following well-established business 
practices in farm operation. Tremen- 
dous technical changes have brought 
the farmer to a greater dependence on 
urban industry to supply him with 
the equipment, tools and supplies he 








* bs < 
7” portant cities, 


the areas listed below. 


105 West Adams St. 
CHICAGO 3, ILL. 


Brumder Bidg., 135 W. Wells 
MILWAUKEE 3, WISC. 





A Metropolitan Areas 
of the Middle West 


oO 
‘ With well-equipped and well-staffed offices in five im- 
tet in four contiguous states of the 
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requires to function successfully. 


It is not exaggerating to say that 
we are fast approaching a situation 
where about half the “farming” as we 
once knew it, is being done off the 
farm. For example, in the old days— 
well, not so very long ago at that— 
the farmer raised on the farm oats and 
hay for horse power; today he buys 
oil and gas for the tractor. Formerly, 
the dairy farmer packaged his milk 
and delivered it by wagon to the 
creamery or to the actual consumer. 
Today the milk is pasteurized, pack- 
aged and delivered by someone else 
off the farm. For this reason, farmers 
are becoming increasingly concerned 
with political and union labor pres- 
sures which can only raise their oper- 
ating and their living costs. 

The business of farming today calls 
for a higher capital investment per 
worker than in most important indus- 
tries. These capital requirements and 
the increased volume of business done 
by the typical farmer are leading to 
greater credit requirements, both for 
short-term needs and for long-term 
operations. 





j “Fiscal policy for the next year will also be favorable to economic 











Sy Ss 


The National Chamber recognizes 
that the major farm problem today is 
farm output and capacity in excess 
of demand at prices that are consid- 
ered satisfactory to farmers in relation 
to their costs. If we are going to ease 
this problem, it can only come about 
by combination of adjustments in de- 
mand, pricing, output and costs. 


To some extent, at least, the prob- 
lem in its present size is the direct re- 


also rise by $2 to $21 billion or more.” 


recovery. The government, in the fiscal year Of 1959, is expected to 
spend over $78 billion, but will collect from business and individuals 
less than $70 billion in taxes. Personally, I cannot be happy over 
this particular boost to recovery because when the Federal Govern- 
ment spends more than it takes in, the result is inflationary and | 
cannot rejoice over a recovery purchased by a depreciation of the 
currency. Nevertheless, it is one of the factors which will contribute 
to an end of this recession. And, as we move ahead, the demand on 
the part of government for goods and services will be stronger— 
quarter by quarter. State and local government expenditures will 






sult of past mistakes in governmental 
farm policies and programs. An ex- 
tensive revision of the role of govern- 
ment in agriculture is urgently re- 
quired. 


It should not be the obligation of 
government to guarantee the pros- 
perity of any segment of the economy 
—including agriculture. We recognize 
that because of the peculiar economic 
exposure of agriculure, that some min- 
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imum temporary price protection may 
be needed in emergency periods of 
relative farm price decline. But such 
price cushions should provide gradual 
adjustment so as to lead farmers back 
to supply and demand conditions. 


We believe that national farm pro- 
grams and the farm economy should 
rely in the main on the forces of sup- 
ply, demand and technology, which 
can not be ignored or circumvented. 
This means that the levels of produc- 
tion and the general operation of the 
farm business should be determined by 
economic forces working through the 
price mechanism in a free economit 
system. It means that the choices in 
the use of land, labor and capital 
should be left to the farmers them- 
selves. 

We see no way out for the farm 
business except by a series of adjust- 
ments that farmers themselves must 
make. These include pricing commod- 
ities so that they will move into mar- 
kets with an increasing demand; shak- 
ing down production to levels the 
markets at home and abroad will take; 
maintaining and improving efficiency 
of production so that costs can be re- 


duced. 


These adjustments will be painful 
and difficult for some farmers. For 
that reason, we think it is important 
that such adjustments be made grad- 
ually so as to avoid unwisely and un- 
duly disrupting the farm economy. 


I want now to give a brief report of 
National Chamber agricultural activi- 
ties. First, on the business, aspects of 
farming. The ever-increasing impor- 
tance of business principles and prac- 
tice in farm operation is bringing 
farmers closer to other businessmen 
in their interest and outlook. 


We are at work to develop between 
farmers and other businessmen an im- 
proved recognition of their common 
aims and goals, their identical interest 
and their mutual stake in a strong and 
free economy. This we carry on by 
specific programs working through lo- 
cal chambers of commerce and other 
business organizations, and by prac- 
tical day-to-day work in cooperation 
with farm organizations and farm 
leadership. 

At the legislative level, our agri- 
cultural work emphasizes education 
and information material supplied to 
the business community in order that 


policy and programs for agriculture 
may be more realistically understood 
and appraised. At the congressional 
level, we actively support programs to 
promote the adjustments I have men- 
tioned, and in line with the policies 
reviewed. 

More specifically, we cooperate at 
this level with farm organizations to 
advocate more realistic pricing poli- 
cies, to free the farm business and 
farmers from governmental controls 
and regulation, and particularly to re- 
duce the heavy and competitive hand 
of government in our market institu- 
tions. 

One of the principal adjustments 
in the farm problem is the need for 
many farm people to find ways of 
increasing their productivity and 
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the farm or in other economic pur- 
suits. For this reason we support the 
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necessary adjustments to modern 
farming. 
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national legislation the general ap- 
proach and thinking of those who are 
devoting their efforts to diminish the 
role of government in agriculture and 
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tion of a strong and dynamic business 
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SANTA ROSA. CALIFORNIA 
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THE INSTABILITY THREATENING US 


It’s inflation, of course, and we must beat it to survive 





ILLIONS of Americans are less 


well off today than they were 
a year ago. Over the past year living 
costs have risen to a record peak, 
whereas industrial production and em- 
ployment have declined. By latest 
count almost five and a half million 
men and women in this country are 
now out of work. 

So the problem of economic insta- 
bility is very much with us today, as 
it has been for generations past and 
will be for generations to come—pro- 
vided, that is, that we do not fumble 
it so badly that the commissars take 
over and handle it for us, Russian- 
style. 

This proviso is by no means fantas- 
tic. A strong economy is today essen- 


tial to our national security. 
economic strength were to be sapped 
either by inflation or by a severe de- 
pression, the safety of the United 
States, and of the entire Free world, 
would be gravely imperiled. 

The commissars stand ready to in- 
herit the earth. 

But even if Billy Graham should 
manage to convert all communists, 
this problem of economic instability 
would remain a matter of vital im- 
both as 


Every 


portance to all Americans, 


individuals and as a nation. 
one of us is deeply concerned with 
what we can buy with our incomes. 
We are equally concerned with the 
purchasing power of our savings ac- 


If our 


counts, our savings bonds, our life 
insurance, our pensions. And as a 
nation, the stability of our economy 
is one of the chief determinants not 
only of our defense potential ard of 
our standard of living, but of our 
entire social environment. 

Let us analyze this problem. What 
kind of stability do we want? What 
obstacles confront us? How can they 
be dealt with effectively? 

There is widespread agreement both 
among economists and amcng people 
generally that we should seek to main- 
tain high levels of production and 
employment and also reasonably stable 
prices. There is room for debate, of 
course, as to just how high a level 
of business activity is sustainable and 


And one of the most important—and threatening—factors in this inflation 


business “is the widespread bias in favor of cheap and over-abundant credit,” says 


Dr. Adams. “Actually, of course, this is not a new phenomenon at all. Indeed, one of the oldest 


and certainly one of the most injurious fallacies in the history of man is the delusion that 


prosperity for all can somehow be conjured up and perpetuated simply by creating more money. 


Today this fallacy lives on, often in seductive guises. All manner of schemes for spending 


more money and creating or guaranteeing more credit, have popular appeal under a great variety of 


banners. Our economy has now become so complex that people do not readily see the relationship 


between these schemes and the threat of inflation.” 


By DR. E. SHERMAN ADAMS 
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just what constitutes satisfactory abil- 
ity of prices. Nevertheless, the main 
points are clear: 

First, we want to avoid big swings 
in production and employment. This 
needs no spelling out. A severe de- 
pression would obviously be a calamity 
for all of us. Prolonged mass unem- 
ployment would be an evil that would 


threaten our whole social structure. 


Second, we want to avoid inflation. 
Inflation is a sneak-thief that 
part of the value of our savings and 
we do not want to be robbed. Inflation 
benefits chiefly the speculators and 
some others who happen to be advan- 
tageously situated. The few who profit 
do so at the expense of the rest of 
us. Inflation is an tax upon 
the thrifty and those living on fixed 
It reduces the living stand- 
ards of millions of families. And at 
this critical juncture of history, serious 
inflation in the United States would 
impair our ability to lead the Free 
World’s resistance to Communist tyr- 


steals 


unfair 


incomes. 


anny. 


We are therefore confronted with 
a two-fold problem: one of preventing 
depressions, the other of preventing 
inflation. These two problems are 
closely interrelated, to be sure, because 
depressions are almost always the in- 
evitable aftermaths of inflationary 
booms. Indeed, most of us have long 
been accustomed to thinking of the 
problem of economic instability as 
consisting of trying to level off both 
the peaks and the valleys of the busi- 
ness cycle. 

This age-old problem of the business 
cycle is still with us today, obviously, 
but in recent years something new has 
been added: namely, the problem of 
preventing a continuing erosion of 
the value of the dollar over the years. 
Even if the business cycle were to 
disappear, we would still be faced with 
this threat of inflation. In addition 
to cycle control, therefore, we must 
now be concerned with erosion control 
as well. 

Why do these problems exist? What 
are the tendencies 
toward instability in our economy? 


reasons for these 


Let me warn you, please, not to ask 
an economist that question—unless, 
that is, you are prepared to sit back 
and listen for a long, long time. There 
is, of course, a vast literature on the 
subject of business cycles. Indeed, 


there are few subjects on which so 
many have written so much for so few. 
Some of these writings are admittedly 
controversial. As in any field, there 
are plenty of points on which the 
experts disagree, and there are gaps, 
too, in our understanding of business 
cycles. 

On the other hand, there is much 
that we do know. Our knowledge of 
the dynamics of the cycle has been 
greatly enlarged in recent decades and 
there is substantial area of 
agreement with respect to the basic 
causes of cyclical swings and the 
factors that aggravate them. 


now a 


This is not an area of total mystery, 
conjecture, and disputation. Solid 
information about it is available in 
any good economics textbook—though 
not in some textbooks on social studies. 


This is subject matter that should be 
really taught, not simply talked about. 
And it is a subject on which every 
citizen should be informed. 


There is, however, an important 
aspect of this problem of economic 
instability which you will not find 
discussed very thoroughly in most text- 
books, namely, the problem of con- 
tinuing inflation. The reason is that 
this threat has emerged or at least 
has become apparent only quite re- 
cently. Until recent times, periods of 
price inflation in the United States 
were invariably followed by periods 
of deflation. Throughout our history, 
major wars always caused inflation 
but prices always subsequently re- 
turned to approximately pre-war 
levels. Peacetime booms were usually 
accompanied by rising prices but 
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prices usually receded during the en- 
suing recessions. 

But today things are different. For 
the first time in our history, the infla- 
tion generated by World War II has 
not been deflated but has become 
permanently inbedded in our economy. 
And so has the inflation of the Korean 
War, and, for that matter, most of 
the price inflation of 1954-57. 

What has happened is that new 
inflationary biases have been develop- 
ing in our economy. These biases 
contribute to pushing prices up during 
good times and to preventing prices 
from ever readjusting downward. Price 
increases have tended to become ir- 
reversible. 

This has fundamentally altered the 
whole problem of trying to maintain 
economic stability. We cannot any 
longer afford to think in terms of 
anti-cyclical policy alone; we must 
now think in terms of anti-cyclical 
plus anti-inflation policy. 

Let us examine briefly some of these 
inflationary biases. 

First, there is the crucial matter of 
industrial wage and price policies. I 
use this inclusive phrase because while 
some people are willing to talk about 
inflationary wage increases and others 
readily talk about inflationary pricing 
policies of business, it is essential to 
recognize that these phenomena are 
inextricably interrelated. Interacting 
together, they have produced the omi- 
nous wage-price spiral which consti- 
tutes the most virulent inflationary 
bias in our present-day economy. 

The basic facts of this situation are 
simple enough. When wage rates, in- 
cluding fringe benefits, rise more rap- 
idly than productivity, the result is 
bound to be higher production costs. 
And when business concerns follow 
pricing policies designed to pass along 
to the public most or all of their added 
production costs, then the result is a 
formidable wage-price spiral. These 
facts are regarded as axiomatic by 
everyone who has studied economics 
and are equally self-evident to any- 
one else who stops to think about 
them. 


Since the end of World War II, 
wages in the United States have been 
constantly outrunning productivity 
and this has inevitably been reflected 
in higher living costs. Indeed, we have 
practically enshrined the wage-price 


spiral as a national institution. 


It is clear enough that these price 
increases are related to wage increases. 
Over the past 10 years, labor costs 
per man hour in the steel industry 
have risen more than three times faster 
than output per man hour. The net 
result of the policies followed by labor 
and management in this industry has 
been an increase of about 75 per cent 
in the price of steel. 

One is almost tempted to regard 
this as a conspiracy of Big Business 
and Big Labor at the expense of the 
public. This, of course, would be too 
cynical a view that the facts do not 
justify. Nevertheless, the wage-price 


spiral is obviously real and it plainly 
constitutes a serious threat to the pub- 
lic interest. This threat will probably 
continue until more people learn more 
about the basic facts of this situation. 


Another inflationary factor in our 
economy today is the widespread bias 
in favor of cheap and over-abundant 
credit. Actually, of course, this is not 
a new phenomenon at all. Indeed, one 
of the oldest and certainly one of the 
most injurious fallacies in the history 
oi man is the delusion that prosperity 
for all can somehow be conjured up 
and perpetuated simply by creating 
more money. 


Today this fallacy lives on, often 
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in seductive guises. All manner of 
schemes for spending more money 
and creating or guaranteeing more 
credit, have popular appeal under a 
great variety of banners. Our economy 
has now become so complex that peo- 
ple do not readily see the relationship 
between these schemes and the threat 
of inflation. 

One dangerous manifestation of the 
more-money fallacy is the widespread 
opposition to restricting the expansion 
of credit during a boom. You have all 
heard in recent years a great deal of 
criticism of so-called “tight money.” 
The critics fail to mention that the 
only alternative to a policy of restrict- 
ing credit expansion would be a policy 
of not restricting it, and that during 
a boom, such a policy would be highly 
inflationary. Yet this is clearly the 
case 

Similarly, we have heard criticism 
of so-called “high” interest rates. Many 
people seem to think that interest 
rates should always be held at low 
levels, even during an inflationary 
boom. The fact is that monetary policy 
cannot effectively combat inflation 
without restricting credit and this can- 
not be done unless interest rates—the 
prices of various kinds of credit—are 
at times permitted to rise. 

There is always room for debate, of 
course, as to whether a policy of credit 
restriction is being overdone or under- 
done at any particular time, and as 
to whether different techniques should 


be employed. However, every com- SN - 


petent economist would agree that 
during a boom, it is imperative to 
prevent unbridled credit expansion. INDUSTRY dN THE MOVE 
A third inflactionary factor in our 
present-day economy is the Doctrine 10 FLORIDA'S WEST COAST 
ees 


of Full Employment. In extreme form, 


the adherents of this dogma proclaim 
that the chief goal of economic policy 
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should be to maintain maximum em- 
ployment at all times, regardless of 
what this may involve in the way of 
inflation and other heavy exactions on 
the American people. 

This inflationary bias is even re- 
flected in our official statement of 


public economic policy, the preamble Ff 

of the Employment Act of 1946, which oar. ¢ 

talks about maximum employment & Y/ 
and production but makes no mention : Ul t/ VILE A 


of the need for maintaining price sta- 
bility. Indeed, the biased emphasis of ; BANK of DUNEDI N 
this statement is so well known that : DUNEDIN, FLORIDA 

the act itself is frequently, though 
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erroneously, referred to as the “Full” 
Employment Act. 

Fortunately, most public policy- 
makers have interpreted this policy 
statement as including concern for 
price stability. Their position is that 
this is implicit in the goal of maximum 
production and employment. They 
believe—as do most economists—that 
over the long run, maximum levels of 
production and employment can be 
achieved on a sustainable basis only 
if we avoid inflation. However, you 
will find no mention of this premise in 
the Employment Act itself. 

Even if the Act were to be amended 

~as I believe it should be—to correct 

the inflationary bias in its wording, the 
Doctrine of Full Employment would 
continue to be an inflationary force 
in our economy. As a slogan, the 
words “full employment” have power- 
ful appeal. The danger is that they 
may be used to mobilize public support 
for policies that are actually contrary 
to the broad public interest. 

In combination, these inflationary 
biases plus others add up to a formid- 
able threat to the stability of our 
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economy and one which will be very 
difficult to deal with. Most of the 
things that should be done to combat 
them are unpopular. This is simply a 
shorthand way of saying that the pub- 
lic is not well enough informed to 
understand why these corrective meas- 
ures are needed and why they are 
important. 

One trouble is that many people 
are not really very much concerned 
about the danger of inflation. Some 
even think that gradual inflation might 
be a good thing, that it might keep 
the economy pepped up. Some assume 
that they may be able themselves to 
keep up with an inflationary spiral 
and come out all right personally. 

And during a boom, the effects of 
inflation seem quite pleasant to many 
people. Large wage increases and ris- 
ing profits create an illusion of im- 
proved well-being. Those who urge 
restraint at such a time are obviously 
spoil sports, men of little faith. 

Too many people fail to realize that 
an inflationary boom permits malad- 
justments to accumulate in the econ- 
omy and that sooner or later there 
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So much for the causes of economic 
instability. What about the cures? 
What can and should be done to pre- 
vent destructive swings in production 
and employment and to safeguard the 
value of our money? 

The stability achieved by any econ- 
omy depends upon two things: its 
intrinsic, structural stability, and the 
effectiveness of measures adopted from 
time to time to combat inflation and 
recessions. One is a matter of the 
institutional framework; the other a 
matter of short-run anti-cyclical or 
anti-inflation policies. 

Much could be said about develop- 
ments that have affected the inherent 
stability of the American economy in 
recent times. On the plus side, you 
could cite the strengthening of the 
banking system, the development of 
the so-called built-in stabilizers in the 
Federal budget, other 
factors. But there are entries on the 
other side of the ledger too. notably 
the inflationary biases we have already 


and various 


mentioned. 

On balance, our economy is prob- 
ably much less vulnerable to violent 
cyclical disruptions than it was, say, 
30 years ago. There is little possibility, 
for example of a catastrophic depres- 
sion like that of the °30’s. On the 
other hand, we are still susceptible to 
cyclical swings of serious magnitude 
and, in addition, we are probably 
much more vulnerable now than for- 
merly to the menace of inflation. 

Can our economy be made struc- 
turally more stable? Probably it can 
be, and various proposals have been 
put forward with this end in view. It 
would certainly be desirable if the 
American people were better ac- 
quainted with some of these proposals. 
However there is no generally agreed 
upon agenda of institutional changes 
that should be made in order to make 
our economy more depression-proof. 

vital 
which 
agreement does exist among the great 


There is, nevertheless, one 


point in this connection on 
majority of economists and students 
of political economy. This point has 
to do with an institutional change 
that should not be made, though it is 
frequently suggested ; namely, the pro- 
posal that the Federal Reserve System 
be made completely subservient to the 
political administration in Washington. 

When we turn to the matter of 
measures that should be taken from 
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time to time to combat inflationary or 
recessionary tendencies, we find a 
broad and very important area of 
agreement among the great majority 
of economists. Here again is solid 
information that every citizen should 
know. 

To begin with, there is general 
agreement that financial measures— 
notably monetary and fiscal policies 

should be regarded as our most im- 
portant means of dealing with eco- 
nemic instability. In some circum- 
stances, in fact, financial measures 
may be all that is required to keep 
the economy on an even keel. In other 
circumstances, they may not suffice to 
do the job alone but they always 
constitute an essential element in 
stabilization policy. To look at it the 
other way around: unwise financial 


generated by World War Il has not 
been deflated but has become permanently inbedded in our economy. 
And so has the inflation of the Korean War, and, for that matter, 
most of the price inflation of 1954-57. 
; new inflationary biases have been developing in our economy. These 
biases contribute to pushing prices up during good times and to pre- 
venting prices from ever readjusting downward. Price increases have 
tended to become irreversible. This has fundamentally altered the 
whole problem of trying to maintain economic stability.” 


ee 


What has happened is that 












policies can do untold harm to our 
economy. 

Let us look briefly at what monetary 
and fiscal policies consist of and the 
roles they should perform. 

First, monetary policy. I fear that 
most people regard monetary policy 
as being something very remote and 
mysterious like sunspots or yoga. Ac- 
tually, of course, it consists of definite 
actions taken by the Federal Reserve 
authorities. These actions affect the 
supply and cost of credit and hence 
the amount of spending that is done 
with borrowed money. They thereby 
influence production, employment and 
prices. 

Changes in spending with borrowed 
money have always played a strategic 
role in the business cycle. By influenc- 
ing this key factor, the Federal Re- 
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serve can exert a stabilizing influence 
on the whole economy. 

This has been clearly apparent in 
recent years. The Federal Reserve 
authorities are not infallible, of course, 
but in general, they have exhibited 
great skill and courage in administer- 
ing monetary policy. There is general 
agreement among informed observers 
that, on balance, Federal Reserve 
policy has definitely made a useful 
contribution to the stability of the 
economy over recent years. 

On the other hand, the record also 
shows that monetary policy should not 
be regarded as a cure-all for economic 
instability. We cannot follow destabil- 
izing policies in other areas with the 
expectation that the Federal Reserve 
can somehow offset them by means of 
monetary magic. Monetary policy is 
potent but not omnipotent. It would 
be dangerous to depend upon it to do 
more than it actually can accomplish. 

If monetary policy is to be effec- 
tive, it must have public understand- 
ing and support. Many people today 
have little or no comprehension of the 
need for ever exercising any restraint 
whatever with respect to the use of 
credit. They do not understand how 
credit restraint works and are inclined 
to be suspicious and critical of it in 
actual operation. As a result, dema- 
gogues and special interest groups 
have little trouble in stirring up oppo- 
sition to it. In recent years there has 
been an alarming tendency in some 
quarters to attack credit restraint in 
a highly irresponsible manner. If con- 
tinued, this could have serious conse- 
quences for the stability of our 
economy. 

Fiscal policy is less mysterious. It 
seems rather obvious that the financial 
operations of the Federal Government 
are now so enormous that they are 
bound to have far-reaching effects on 
economic conditions. The sensible 
thing to do, therefore, is to try to get 
wanted rather than unwanted effects. 

Here again we find considerable 
agreement among economists with re- 
spect to the general role that fiscal 
policy should perform. There is vir- 
tual unanimity on the broad proposi- 
tion that the government’s policies 
with respect to expenditures and taxa- 
tion ought to be designed to mitigate 
the ups and downs in business activity. 

Unfortunately, however, there is far 
less unanimity that fiscal policy actu- 
ally can be used effectively for this 











value of our savings and we do not want to be robbed. Inflation 
benefits chiefly the speculators and some others who happen to be 
advantageously situated. The few who profit do so at the expense 
of the rest of us. Inflation is an unfair tax upon the thrifty and 
those living on fixed incomes. It reduces the living standards of 
millions of families. And at this critical juncture of history, serious 
inflation in the United States would impair our ability to lead the 


Free World’s resistance to Communist tyranny.” 





purpose. And the reason is that the 
American people cannot be depended 
upon to support unpleasant fiscal poli- 
cies—increases in taxes or cuts in ex- 
penditures—when they are needed. 





Take, for example, the matter of 
cutting taxes during a recession. In 
theory, this may at times be justified 
to stimulate the economy. This pro- 
posal will nevertheless be opposed by 
many intelligent and public-minded 
people—as was the case earlier this 
year—on the ground that a tax cut 
might lead to inflation at some later 
date. This fear arises largely from 
the fact that the American people 
cannot be counted on to reverse the 
tax cut when the time comes that 
taxes should be raised. If you examine 
the record, you can hardly say that 
this fear is groundless. 





is a sneak-thief that steals part of the 





According to a carefully conducted 
survey, one-half of all the people in 
the United States do not even know 
what is meant by the term “balancing 
the Federal budget.” This being the 
case, how can we expect fiscal policy 
to make its full potential contribution 
to economic stability? 

In addition to knowing something 
about the principles of monetary and 
fiscal policy, Americans should have 
some understanding of the enormous 
advantages that these financial meas- 
ures possess over most other types of 
controls. One of the great virtues of 
monetary and fiscal policies is that 
they do not push people around. They 
are conditioning factors, rather than 
coercive. They do not subject us to 
bureaucratic red tape and harassment. 


(Continued on Page 34) 
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>» A View of the Prospects 
in the Market for Mortgages 


There’s still another quarter to go but already the year has been 
one of as rapidly changing conditions as anyone in the mortgage business 
has ever seen. Earlier in the year originators, after weathering a difficult 
period, suddenly were confronted with more money for mortgages than there 
were loans to deliver. Today, only a few months later, conditions have 


begun to change again. Now what of the future? 
Forecasting can be tricky business—crystal balls aren't 
too reliable. But forecasting is an arm of planning. 
Then how to plan ahead now? 


“There is no question,” says Mr. Colean, “that recently the market has 
tightened, that the six or eight months’ shrinkage in discounts has come to an 
abrupt halt, that a tendency toward stiffer discounts has taken place, 

and that FHA and VA loans have become more difficult to place. These 


developments may continue for a time . . 


. (but) there is a 


possibility of some easing in the months ahead and of a stabilization of 
interest rates at little if any higher than present levels. While 
this would leave the VA guaranteed loan at a distinct disadvantage 

of a 5 to 6 point discount, it would still leave the FHA mortgage in a good 
trading position.” In his forecast of the near-term, Mr. Colean analyzes 


every factor that enters into shaping the prospects for the market. 


LL OF us would like to know 
something about the future. If 
this were not so, oracles, sibyls, proph- 
ets, divinators, soothsayers, palm read- 
ers, and clairvoyants would not have 
had their ever dependable clientele 
throughout history. In our generation, 
their place has been pretty largely 
taken over by economic forecasters. 
This seems strange, because in the last 
25 years, govern- 
ment has _intro- 
duced so many un- 
predictables into 
the picture, that 
Merlin himself 
would have turned 
in his wand at the 
prospect of oper- 
ating under to- 
day’s conditions. 
In no part of the economic world 
is this more true than in that of home- 
building and home mortgage financ- 
ing. For it may be taken as a settled 
principle that the more deeply that 
government penetrates into an eco- 





Miles L. Colean 


By MILES L. COLEAN 


Housing Consultant, before members of the Mortgage Bankers 
Association of the Carolinas, Charlotte, N. C., September 19 


nomic activity, the more unstable and 
the more uncertain that activity will 
be. I am sure there will be no dissent 
from anyone here on the proposition 
that government has penetrated very 
deeply indeed into our area of activity. 

For example, an early reviving of 
homebuilding last fall depended upon 
the setting of an interest rate on FHA 
mortgages that was compatible with 
the market at that time. This was not 
done and recovery was delayed. For 
another example, who could have pre- 
dicted in mid-February that two 
months later FNMA would be hand- 
ing out par money for run-of-the-mill 
FHA and VA mortgages with no 
stock purchase involved? Or who 
could have told within 10 hours of 
the adjournment of Congress whether 
or not there would be legislation ma- 
terially affecting the terms on which 
business will be done? Or who can 
predict at this moment whether or not 
FHA will have the courage and good 
judgment to raise its now already sub- 
market interest rate in case the general 


structure of interest rates should con- 
tinue upward? Moreover, within less 
than four short months, Congress will 
be back again to operate once more 
on FHA, FNMA, VA and to take 
numerous other actions directly or in- 
directly affecting our business with 
possibilities I'd prefer not even to 
think about. 

I don’t mean to imply that the 
government is the only source of the 
forecaster’s difficulties. In the kind 
of world of free will and accident 
that we live in, there are bound to be 
uncertainties. At the same time, it 
is possible, viewing the business scene 
as a whole, to pick out the probabili- 
ties and to get some measure of them. 
What government intervention tends 
to do, however, is to make even the 
probabilities improbable. 

Does this mean that forecasting has 
to be abandoned? I'd say yes, if fore- 
casting implies a confident prediction 
of what will happen over any fixed 
period of future time. In another 
sense, however, we cannot avoid fore- 
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casting. Business must plan ahead, 
and some times its plans must cover 
months or even years. In making 
plans—which is simply another kind 
of forecasting— it is important to keep 
in mind the unpredictables, and to 
alternatives and maintain 
flexibility. With these cautionary re- 
marks, I will venture a little fore- 


and, when I am finished, I 


consider 


casting 
am sure you will agree with me as to 
the need for alternatives and flexi- 
bility in our planning. 


We are now in the midst of a busi- 
ness recovery, which, though we did 
not know it until two or three months 
later, began to get under way in April. 
Che turnaround was partly due to a 
revival in residential building, which 
on a seasonally adjusted basis) actu- 
ally began a month earlier. This, in 
turn, was largely the result of actions 
taken by the monetary 
beginning last October, which greatly 


authorities, 


increased the money supply, brought 
about a sharp decline in interest rates 
and, as an incidental corollary, 
brought the FHA interest rate into 
the range of the market. 


It is interesting to note that, outside 
of the Federal Reserve operations, the 
federal government had done nothing 
that could have had any influence on 
the turning point. Even through the 
second quarter of the year, federal 
government expenditures were on the 
decline. State and local governments 
did step up their outlays during the 
winter and early spring under the in- 
fluence of the easier terms on which 
they could float their bonds; but the 
federal government’s part was a much 
delayed one. It was not until well 
after the turning point, and therefore 
after the need had actually passed, 
that Congress began to cure the re- 
cession by giving us the Emergency 
Housing Act and stepping up expend- 
itures in many other areas on top of 
a major expansion of spending for 
defense. 

We probably should consider our- 
selves lucky that Congress did not ad- 
minister any more remedies than it 
did, for when the size of the resulting 
federal budget was calculated and the 
size of the deficit was recognized, the 
financial market developed a bad case 
of inflationary jitters. The disturbance 
was aggravated by the shock that the 
market had received from the prob- 
lems that developed out of the bad 


experience that the Treasury had with 
its June financing. 

By early August corporate stocks 
were approaching their 1957 highs, 
and a new wave of heavy corporate 
borrowing hit the market. These 
movements, according to a Federal 
Reserve official to whom I had gone 
for enlightenment, could be explained 
only in terms of the continued back- 
wash of the turbulence created by the 
over-speculation in the recent Treas- 
ury issues or by the belief in the 
financial market that a substantial in- 
flation was surely at hand. To him 
the prices of stocks did not reflect 
either present or prospective earnings 
and the heavy borrowing did not re- 
sult from intentions to expand the rate 
of capital outlays so much as it merely 
reflected the view that a debt position 


effects of the therapy. The stock 
market was at least briefly sobered, 
although it has since gone to a new 
high. The short term Treasury rate 
stiffened perceptibly and a chill of 
tightness was felt in the long term 
market. At the middle of September, 
long term government bond yields 
were at 3.75 compared with 3.44 at 
the first of August; and Aaa cor- 
porates at 4.07 compared with 3.57. 
There is, of course, no question that 
business conditions have been getting 
steadily better; even outside the area 
of our special interest. Assurances of 
this have accumulated in every report 
we have received during August and 
early September. A few of the evi- 
dences may be of interest to you. 
Industrial production in July had a 
seasonally adjusted index of 134, three 





“The big question now is: where does the home mortgage market go 


from here? On one hand, the growth in the funds in savings institu- 


tions is certain to increase further, a fact favorable to the continued 


expansion of mortgage lending. On the other, the soft touch offered 


by FNMA has been somewhat diminished by the recent change in 


purchasing prices and will be ended altogether in about four months 


unless the new congress is sold on the idea of restoring this chari- 


table operation.” 


was a good hedge in an inflationary 
period. 

Acting on this estimate of the situa- 
tion, the Reserve began to administer 
some strong doses of its inflation anti- 
biotics. The treatment has taken a 
varied course. Stock market margin 
requirements were raised from 50 
per cent to 70 per cent on August 
5. Free reserves of member banks 
were reduced from over $700 million 
in the last week of July to only $111 
million on August 27. As of August 
15, the Federal Reserve Bank of San 
Francisco was authorized to raise its 
discount rate from 1% per cent to 
2 per cent, to be followed during the 
coming weeks by all the other Banks. 
Additional restrictive measures may 
be in the making. 

It is too early to recognize fully the 
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points above the revised June level 
and eight points above the April low. 
In August the index went to 137. 
Increases were widespread among the 
durable goods industries. Output of 
producers’ equipment, reflecting a re- 
vival of orders, rose for the third 
month. Production of television and 
furniture improved and advances con- 
tinued in the manufacture of building 
materials—many lines exceeding last 
year’s activity. The most pronounced 
recent gains have been in nondurables 
with textiles, apparel, rubber, and 
leather products in the lead. 
According to the Census, total ci- 
vilian employment in August was 65.4 
million, while total nonagricultural 
employment was 58.7 million, a gain 
of 200,000 over July. Employment in 
manufacturing rose 300,000, a more 


ad 


— > 


<< —— ee 


than seasonal gain. The average fac- 
tory workweek (39.4 hours) rose 
somewhat from the previous month. 
Average net spendable weekly earn- 
ings of factory workers were un- 
changed from the improved July 
levels. Personal income in August rose 
to a rate of $355.5 billion; and the 
average rate for the first eight months 
was above that of the same period of 
a year ago. The final estimate for the 
gross national product in the second 
quarter of the year sets the figure at 
$429 billion. 

According to the Federal Reserve 
Board, seasonally adjusted retail sales 
in August rose | per cent further, and 
sales by department stores “increased 
to a level 3 per cent above the pre- 
vious high reached a year ago.” De- 
partment store stocks, after an in- 
crease in June, held even in July. 
Inventories generally appeared to be 
about at the minimum point with 
gains assured as fall buying picked 
up. 

Hopeful as all these signs are, they 
hardly justify either the fear or ac- 
ceptance of inflation (depending on 
one’s point of view) that has caused 
so much concern to the monetary au- 
thorities, administration officials, and 
others who hope for a steady, solid 
revival. Actually, the recovery is still 
moving slowly and has a long way 
to go to reach over the 1957 level, let 
alone the higher level needed to re- 
store a normal growth trend. 

The rise in industrial production, 
since April for example, takes it only 
about half of the way back to the peak 
of last August. The gross national 
product has recaptured only $3.2 bil- 
lion of the nearly $20 billion lost. The 
number of persons unemployed is still 
+.7 million, over 2 million more than 
a year ago and 7.6 per cent of the 
labor force (seasonally adjusted) com- 
pared with 4.3 per cent a year ago. 
Retail sales, notwithstanding the re- 
cent rise in incomes, stubbornly re- 
main around 3 per cent below those of 
a year ago. Steel output is only 65 per 
cent of capacity, business capital ex- 
penditures are only now levelling off, 
and inventories have yet to show a 
real turn from liquidation accumula- 
tion. While the possibility of an auto- 
mobile strike appears to have been 
removed, the attractiveness of the new 
models has yet to be demonstrated. In 
other words the contribution of this 


crucial industry in the months ahead 
is still one of the uncertainties in the 
outlook. 

All this is cited not to be discourag- 
ing about the outlook but to show 
that there is not yet, nor in immediate 
prospect, the pressure on resources 
and capacity that would produce the 
sort of inflation that the financial 
market seems to take for granted. In 
addition the prospect for price sta- 
bility is far from bad. While rises in 
the prices of primary materials, such 
as steel and lumber, have already 
taken place and are to be followed by 
more, and while the wage push is still 
strong, undoubted increases in pro- 
ductivity and perhaps some stiffening 
in the attitude of "management .are 
likely to keep the prices of finished 
goods fairly stable. The Commissioner 


pulling back some of the easy short 
term money that was lavishly created 
during the winter and early spring 
and, so far as possible, avoid disturb- 
ing long term money rates to the point 
of discouraging borrowing for capital 
needs as contrasted with refinancing. 
There is a fair chance of achieving 
this purpose. The chance depends 
upon an accentuation of some trends 
in financing and a shift in others as 
they appeared in the second quarter 
of the year. 

First, the total amount of corporate 
securities offered in the second 
quarter, while still high, was 12 per 
cent lower than in the first quarter. 

Second, proceeds from new issues 
to be used for capital expenditures 
declined about one-fourth from the 


record January-to- March figures, 


. the homebuilding prospect for the year is pretty well settled. 


Certainly most of the houses to be started in 1958 have already been 


financed. On this assumption, it is practically assured that the total 


number of non-farm private houses started will come to at least 


1,070,000 and the figure may be somewhat larger. For next year? 


Assuming no additions to the FNMA kitty, but assuming also that the 


FHA interest rate will remain in a practicable alignment with the 


market, there is every reason 


to expect an additional 100,000 


starts in 1959 and perhaps a 1,200,000 house year.” 


of Labor Statistics has ventured the 
view that the consumer price index 
has reached its peak, that little change 
will occur to the end of the year, and 
that the period of stability may extend 
beyond that. 

To my mind, the inflationary forces 
are yet fairly docile. While they are 
not to be dismissed as negligible, espe- 
cially for the future, they are not the 
major immediate issue. I do not be- 
lieve that the view of the monetary 
authorities is much different. They 
certainly have no desire to nip recov- 
ery in the bud and, so far as I can 
learn, they think it to be only in the 
bud. The aim appears to be, as I 
have pointed out, to lay a ghost and 
not to crush a reality. 

What seems to be afoot is an effort 
to dampen the speculative fever by 


while those to provide working capital 
also declined about one-fourth. 

Third, the only types of issues gain- 
ing in volume quarter-to-quarter were 
refunding issues and those for the pur- 
pose of repaying bank debt. 

During the next three to six months, 
the demand for funds for new capital 
outlays and working capital is more 
likely to diminish further than to rise. 
With interest rates now at a level to 
make refunding unprofitable, there 
should be a slowdown in this area; 
and it is doubtful that sufficient need 
remains to fund bank debt to cause 
a rise in this area. Consequently, the 
rest of the year should see a further 
decline in the total volume of corpo- 
rate issues, and a collateral reduction 
of pressure on long term rates, a trend 

(Continued on page 44, column 1) 
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Western Investments 


UBLIC attention is at present di- 
P rected to Western mortgages as a 
means of relief to Eastern people who 
have long suffered from the prevailing 
lcw rates of interest and the difficulty 
of obtaining investments at once safe 
and fairly remunerative. The cause of 
the awakened attention paid to this 
class of securities is found in the con- 
dition of the money-lending market 
East and West. A great disparity ex- 
ists in the rate of interest which can 
be obtained in the two sections for 
money lent upon equally good mort- 
gage In the large cities of 
the Atlantic seaboard persons living on 
incomes from 
vested with conservative prudence 
prudence either voluntary or imposed 
by law, as in the case of trustees 
suffering real hardship, 
both from the constant lowering of the 
rate of interest and from the fact of 


security. 


derived fortunes in- 


have been 


a portion of every estate lying idle, 
awaiting investment. 
The principle which regulates this 


If in 1888, when he 
set down his observa- 
tions, Mr. Leaming 
had “shut himself up 
in a luxurtous draw- 
ing room car and, 
traveling toward the 
setting sun,” might 
have alighted in 
Chicago when this 
meeting of the local 
real estate board was 
taking place. Were 
some of the problems 
Mr. Leaming 
mentions problems 
with them, too? 


is a familiar one in business, supply 
and demand. Borrowers, desiring to 
obtain money upon first-class real es- 
tate, in any one of the large cities of 
the East, go to one after another of 
the trust companies, or other aggrega- 
tions of capital. The eager demand 
for good mortgages enables better and 
better terms to be exacted from each 
successive plethoric lender. Down goes 
the rate of interest—six per cent, five 
and a half, five, four and a half, and 
even four, if the security be especially 
desirable and the money-lenders over- 
loaded with idle money. Finally, the 
impossibility of obtaining an adequate 
supply of safe mortgages, even at these 
low rates, compels financial institu- 
tions and trustees to put their funds to 
an excessive degree into Government, 
State, and City bonds. Hence the ex- 
traordinary demand for this class of 
securities has caused them to rise to 
such a premium that, while paying 
from three and a half to six per cent 
on their par value, they in many in- 
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stances net only from two and a half 
to three and a quarter per cent on 
their cost. The Eastern investor thus 
finds it impossible to lend his funds for 
a fair return unless he venture into 
shady securities, where he can com- 
mand a higher return—not for the 
use of his money, but for the risk of 
its loss. Just how to pick one’s way 
between the desert of low interest and 
the sea of bad investment is the prob- 
lem daily confronting every prudent 
person with money to invest. 

But, if he were to shut himself up for 
twenty-four hours in a luxurious draw- 
ing-room car and, travelling toward 
the setting sun, alight in a prosper- 
ous country town, an entirely differ- 
ent state of things would be observed. 
Instead of too much money and too 
few good mortgages, the exact con- 
trary is the case. Mortgages upon the 
best real-estate security are offered to 
the local bank, but the bank has 
loaned its funds to the farmers to 
move their crops, to the tradesmen to 








sf 


or Hastern Capital 


lay in their season’s stock, to the 
thousand-and-one temporary bor- 
rowers in a growing country requiring 
money for a short period and willing 
to pay liberally for it. The mortgage 
is hawked about from place to place; 
the rate of interest rises as the diffi- 
culty of procuring money increases; 
six, six and a half, seven, seven and a 
half, eight, nine, and even ten per 
cent is finally demanded. That a bor- 
rower can afford to pay such rates for 
money and yet thrive seems difficult 
to believe, unless one is informed as 
tc the profits derived from the various 
Western industries. A recent careful 
authority has said that the profits of 
grain-, sheep-, and cattle-raising—the 
chief industries beyond the Missouri— 
are enormous. The average is not 
infrequently twenty-five per cent on 
wheat, fifty per cent on sheep, and on 
cattle a great return, varying with the 
circumstances. It is easy to see how 
high rates can be paid for money in 
order to procure and improve land 
which will yield such results. 

It therefore appears that those hav- 
ing money to lend are enabled, by a 
few hours’ railway-journey, to com- 
mand perhaps twice as much for 
the loan of their capital, and upon 
security equally good—provided they 
know in the West as well as in the 
East how to distinguish between good 
and bad. Many persons have made 
fortunes, and not a few corporations 
have grown rich and powerful, by 
this obvious course of lending where 
lenders are few and borrowers plenty. 

But the number of persons who can 
afford the leisure and expense of mak- 
ing such trips—whose capital to be 
lent is large enough to warrant such 
expeditions, whose intelligence and 
energy are equal to the undertaking— 
must always be limited, and hence the 
disparity between the rates East and 
West continues. To bring the Eastern 
lender within reach of the Western 


By THOMAS LEAMING 


Do the thoughts below have a familiar ring?—remembering that, 
during this present period of the development of the mortgage industry, 
we have looked to the centers of Eastern capital where an abundance 
of funds exist to channel them into the Western areas where 

growth has been more rapid than the supply of money to finance it. 
“Public attention is at present directed to Western mortgages 

as a means of relief to Eastern people who have long suffered 

from the prevailing low rates of interest and the difficulty 

of obtaining investments at once safe and fairly remunerative. The 
cause of the awakened attention paid to this class of securities is 
found in the condition of the money-lending market East and West. A 
great disparity exists in the rate of interest which can be obtained in 
the two sections for money lent upon equally good mortgage security.” 
Familiar? Of course; but it’s no recent observation but 

one made exactly 70 years ago in Lippincott’s Monthly Magazine, 
published by J. B. Lippincott Company. John W. Wheeler, 

partner in the law firm of Thacher, Proffitt, Prizer, Crawley & Wood, 
New York, chanced upon it this summer and noted the interesting 
insight it gave into the problems of the morgage lender 

when the country was moving West. 

Some of the facts and data savor of the present—the interest 

rates are not too far away from what they are today. And the author? 
We know his name, but nothing else. Was he an early 


mortgage banker, or what was his interest? 
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borrower and to be compensated for 
the trouble out of the difference in 
the prevailing rates of interest the new 
investment companies have sprung up. 
Briefly stated, their function is to take 
the Eastern lender’s money to the 
Western borrower, to obtain the local 
knowledge necessary for its safe invest- 
ment, to manage the details, and to 
give the lender the advantages of the 
higher rates, after deducting a modest 
proportion thereof as compensation. 
lo this has been added a system of 
guaranteeing, of which more hereafter. 

Che plan is but the application of 
an old the 
a new country. Mortgages, themselves, 
The Roman 
pledge of land as security differed but 
little 
while the Grecian was chiefly different 
in the manner of perpetuating the evi- 


idea to requirements ol 


are of great antiquity. 


from our common mortgage, 


dence of existence of the mortgage: in 
lieu of a recorder’s office a stone was 
set in a corner of the mortgaged field, 
with the amount loaned and the name 
upon it. The 
English common-law mortgage, 


of the lender graven 
brought by our own ancestors to this 
resem- 


has 


and bearing a close 
the 


existed practically without change 


country 


blance to antique model, 
since the earliest beginning of com- 


mon law. The writers upon finance 
uniformly dilate upon the stability of 
the 


disadvantage which attends it in that 


land as security, but point out 
it is not readily negotiable and in the 
formalities and expense of its transfer, 
both as security and, subsequently if 
necessary, as satisfaction for debt. To 
convert the unwieldy real estate into 
commercially negotiable security, like 
stock, without losing its stability as a 
security, is the problem to which land- 
mortgage companies devote their in- 
genuity. The idea appeared in a crude 
state in the fanciful schemes of John 
Law, whose proposition for a paper- 
inflation by the 
based the landed 
England, captivated the impecunious 
country squires of the then House of 
But to a Berlin merchant, 
Biiring, belongs the credit, in 1770, of 
perfecting that brilliant financial sys- 
tem which, under the name of “Crédit 
Foncier,” has spread over the whole of 
Europe during the past century, with 


money government, 


upon property of 


Commons. 


some changes of detail in various cen- 
turies. It is not the purpose of this 
paper to discuss these details; suffice 
it to say that in France, where it was 


introduced by M. Wolowsky about 
fifty years ago, the crédit foncier has 
attained its most gigantic proportions 
and its greatest success. In England 
the system has scarcely been intro- 
duced, and such companies as exist 
for bringing borrower and lender to- 
gether have not yet arrived at the 
stage of development which is the 
unique feature of the true crédit fon- 
cier—viz., the issuing of negotiable 
bonds based upon landed security. 
This well-tested financial system has 
been imported to America; and it is 
here, in a country where the money is 
more unevenly distributed and the 
population more widely separated 
geographically than in any country of 
Europe, that, modified and adapted 
to its particular work, it seems des- 
tined to accomplish its greatest results. 

As hinted above, the recent invest- 
ment companies have perfected a 
guaranteeing system partially modelled 
upon the European plan. Instead of 
transferring each Western mortgage 
to a particular Eastern investor, the 
mortgages are brought to the East and 
with another cor- 
to be 


deposited, en masse, 
poration—a trust company 
held in trust for the Eastern investors, 
called deben- 
secured upon the whole 


who are given bonds 
ture bonds 
block of mortgages thus held by the 
The advantages of this ar- 
obvious. If interest 
upon a mortgage difficult to 
collect, and if foreclosure, delay with- 
out interest, and perhaps loss of capi- 
tal, be the result, the whole of the 
inconvenience and loss falls not upon 
the unfortunate individual holder of 
that particular mortgage, but upon the 
combined capital of the investors. A 
foreclosures in- 


trustee. 
rangement are 


prove 


small percentage of 
volving losses, or, in some cases, gains, 
will always occur, but loss or gain will 
be a matter of small moment to the 
investors when combined. 

The debentures are either five or 
six per cent bonds. That represents 
the cost of money to the company. It 
is then lent in the West at an average 
of perhaps seven per cent, although 
this rate differs widely with compara- 
tively trifling changes of locality and 
is dependent upon the facilities of 
access and the degree of notoriety the 
section enjoys in the East. It must be 
remembered that to advertise or “puff” 
a Western locality is a well-recognized 
field for public cooperation, and plans 
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for doing so effectually are as carefully 
and frankly discussed as municipal 
improvements. But, aside from this 
local influence, it is observable that 
the rate has steadily declined of recent 
years, while the rate in the East will 
be stiffened by the Western drain. 
Thus the tendency of the new com- 
panies is to equalize the rates between 
East and West—a great public benefit. 

The method of transacting business 
varies with the company. The usual 
course is to take from the borrower 
a mortgage to secure the payment of 
two notes—one note for the amount 
of the principal, with the interest at 
the same percentage as that as which 
the company gets the money from the 
Eastern investors (say five per cent), 
and the other note for the extra inter- 
est, computed for the entire term. This 
latter note represents the company’s 
profit—the difference between the 
rates of interest in the East and in 
the West. 

It will readily be seen that to pro- 
cure a million dollars at five per cent 
in the East and to lend it in the West 
for seven per cent for three years—a 
profit of six per cent in three years, 
or sixty thousand dollars—is a very 
lucrative business. It is natural that 
such a business should attract capi- 
talists, and that its apparent simplicity 
should be misleading to some. Nothing 
would seem to be required but to 
command sufficient confidence to ob- 
tain the money in the East and ade- 
quate agencies to distribute it in the 
West. No supposition, however, could 
be more erroneous. The most intimate 
knowledge of the locality, the most ex- 
perienced and honest agents and law- 
yers, and the utmost conservatism even 
with these precautions, are necessary 
to lend money safely in the West. The 
values are more recently established 
than in the East. There is much dis- 
counting of the future—a tendency to 
base calculations of present value upon 
hopeful anticipation of future increase. 
The next few years are looked to for 
as great a proportionate increase as 
the last, which marked the birth of a 
new place. A child upon seeing, for 
the first time, a mushroom grown to 
the height of several inches during its 
first night’s existence, might be led to 
suppose that in a few days it would 
become a prominent feature in the 
landscape. Similarly, in a town which, 
springing into existence ten years ago, 





has doubled its population each five 
years and quadrupled the assessed 
valuations of its property in the same 
period, the people become infected 
with a propensity to exaggerate the 
probable future growth. Deceived by 
brief experience, biased by local pa- 
triotism, and interested in enhancing 
the reputed value of their own be- 
longings, the hopes of the future be- 
come the fictitious effigy of the present. 


It requires many years to convince the 
inhabitants that the town has its own 
rank, beyond which it will grow but 
slowly. The memory of the shock 
caused by the collapse of the city of 
Indianapolis after the insane era of 
inflation known as the “Indianapolis 
boom” even yet furnishes the text for 
conservative utterances in the West. If 
the company relies upon the opinion 
of resident appraisers, even when hon- 











est and faithful, these considerations 
should temper the confidence reposed 
in their judgment. And if the ap- 
praisers be not actuated by a strong 
sense of duty to their employer, the 
wish to favor a neighbor at the ex- 
pense of a foreign corporation, or the 
desire to enhance the value of prop- 
erty owned by the appraisers them- 
selves, will tend to lessen the accuracy 
of their estimates. 


If Leaming in 1888 had followed his 
own advice — and maybe he did — he 
would have hit Chicago going West for 
those mortgages which offer a better 
return. And this was the way it was in 
that year — State Street and, below, 
famed Michigan Avenue. . . 
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To insure the least possible bias, 
well-managed companies take great 
care in the selection of agents, both 
as to their honesty and also as to their 
freedom from local prejudice, and, in 
order to add the inducement of self- 
interest, treat them liberally and sub- 
ject them to great responsibility. But 
beyond this some checks are necessary 
to guard against the weakness of hu- 
man nature. One check consists of a 
careful scrutiny at intervals by officers 
from the East; if possible not by the 
mortgage company, but by the trust 
company with whom the mortgages 
are deposited in trust. By far the most 
effective check, however, consists of 
an accumulation of data relating to 
the country in which the loans are to 
be made, which will enable principal 
officers to stop careless lending by 
sub-agents. These data, consisting of 
maps and notes made by agents travel- 
ling over the section in buggies, show- 
ing the water-courses, the character 
of the land 
wet or dry, stony or fertile—the vield 


whether low or hich, 


per acre of the neighboring cultivated 
land, and, to some extent, the nation- 
alitv of the settlers (there being a 
great difference in the thriftiness of 
the nationalities) , are indispensable to 
a sound management of the business. 
[heir preparation involves no little 
outlay, but when once completed they 
constitute a “plant” which is as neces- 
sary as machinery to a manufacturer. 
By spreading this information on care- 
fully-prepared maps, showing all these 
particulars, and indicating the value 
of the land per acre at each change 
of topography or physical conditions, 
the superior officers are enabled to ex- 
ercise a most intelligent supervision 
of the work of subordinates. In the 
early attempts at transacting this busi- 
ness, a Quarter of a century ago, there 
were several disastrous failures where 
bonds had been sold in the East which 
were supposed to be secured by care- 
fully-selected mortgages in the West, 
but which were found to be of the 
wildest character, through lack of or- 
ganization, and impositions and mis- 
takes of agents. With the modern 
companies foreclosures are very infre- 
quent, and, even where they occur, 
the result has usually been that the 
land brought more than the mortgage 

an actual profit. Well-managed con- 
cerns find foreclosure necessary only 


as to about one per cent of the ag- 


WwW 


THIS IS PROGRESS ? ? Seventy years have passed, but one of the 


problems Mr. Leaming describes for us is still a problem. He writes 


“It seems at first glance a little paradoxical that the sections of the 


country most in need of capital—the South and West—should, in a 


general course of legislation, discriminate against foreign and Eastern 


money. It might be expected that a growing country, needing capital, 


would do all in its power to render it secure, and thus invite that most 


timid and mercurial of economic forces. This would be the more 


broad-minded policy; but, perhaps from a tendency to cater to the 


majority (most of whom are already borrowers in fear of creditors) , 


laws have been passed in some States which, in restraining the influx 


of Eastern capital to be lent upon mortgage, have had as much effect 


as the similarly planned preferred-creditors laws have had in keeping 


out Eastern merchants. In the case of mortgages this tendency of the 


legislature is chiefly manifested in the equity of redemption—a time 


given to a defaulting mortgagor, whose land has been sold, within 


which he may come forward and pay up principal and interest and 


get his land back—during which period the title of the foreclosing 


mortgagee is incomplete and subject to be defeated by the redemption 


of the mortgagor. The effect of this is, of course, bad.” 


a 


gregate money invested in mortgages, 
and the net result even of this small 
number of foreclosures is not a loss. 

But meagre published statistics are 
obtainable on the subject. In the re- 
port of a special committee of the 
Connecticut Legislature, made in 
1878, upon the condition and manage- 
ment of life-insurance companies 
which lend largely in the West on 
mortgages), the results of six com- 
panies are given, which commenced 
loaning in the West at various periods, 
the earliest being 1851. The total 
amount loaned by all was sixty-eight 
millions, of which forty-six millions 
were outstanding at the date of the re- 
port. The gains by foreclosure had 
been nine thousand dollars, while the 
losses had been but six thousand. It 
is obvious that to insure against such 
infrequent losses for a high premium 
is a paying business. And that is prac- 
tically what the modern guaranteeing 
mortgage companies do insure 
against losses, in addition to managing 
the details of loaning the money. 
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These corporations are subjected to 
another danger besides that of reckless 
lending, and that is the peculiarity of 
the laws of certain Western States. It 
seems at first glance a little paradoxi- 
cal that the sections of the country 
most in need of capital—the South 
and West—should, in a general course 
of legislation, discriminate against for- 
eign and Eastern money. It might be 
expected that a growing country, 
needing capital, would do all in its 
power to render it secure, and thus in- 
vite that most timid and mercurial of 
economic forces. This would be the 
more broad-minded policy; but, per- 
haps from a tendency to cater to the 
majority (most of whom are already 
borrowers in fear of creditors), laws 
have been passed in some States 
which, in restraining the influx of 
Eastern capital to be lent upon mort- 
gage, have had as much effect as the 
similarly planned preferred-creditors 
laws have had in keeping out Eastern 
mercaants. In the case of mortgages 
this tendency of the legislature is 
chiefly manifested in the equity of re- 








demption—a time given to a default- 
ing mortgagor, whose land has been 
sold, within which he may come for- 
ward and pay up principal and inter- 
est and get his land back — during 
which period the title of the foreclos- 
ing mortgagee is incomplete and sub- 
ject to be defeated by the redemption 
of the mortgagor. The effect of this 
is, of course, bad. The company loan- 
ing the money, in case of default, fore- 
closes, but does not then become pos- 
sessed of a clear title that can at once 
be sold if a buyer be found, but of 
an incomplete title, which may be di- 
vested by the former owner coming 
forward with the amount of the debt. 
It is curious to note how the folly of 
these laws increases as the States con- 
sidered are farther from the centers of 
capital and therefore of sound finan- 
cial theories. In most of the middle 
Western States the objectionable fea- 
tures are reduced to a minimum; the 
purchaser at the sale goes into im- 
mediate possession, and is only subject 
to be divested within twelve months, 
during which period the debt carries 
interest. 

In the States lying somewhat far- 
ther West the status of the buyer is 
the same as in those last mentioned, 
but the time is extended to two years. 
In some of the far Western States, 
however, the height of the folly of 
these laws is reached, and results in 
virtual prohibition of money-lending 
by prudent companies. The extraor- 
dinary provision is inserted that, after 
default, the debtor instead of the cred- 
itor remains in possession of the land 


LAND TITLE 


SERVICE 
COVERS 


ALLIANCE ~ CHARDON - CINCINNATI 


- COLUMBUS - DAYTON - 


during the period of the equity of 
redemption, which is two years. And 
it has been decided in more than one 
of these States that no language can 
be employed in the instrument which 
shall constitute a waiver of this pro- 
vision. The practical effect of such a 
law is that adventurers take up new 
land from the government, borrow on 
it, default upon the interest, remain 
in possession two years, deriving the 
benefits of the crops, and decamp with 
their movable effects to fresh fields in 
order to repeat the transaction. Com- 
petent local lawyers, selected and 
visited at intervals by home lawyers, 
are required to guard against these 
and other legal dangers. 


The time has come to urge the legis- 
latures to legalize the investment, un- 
der proper supervision of the courts, 
of trust funds in this class of securities. 
In many States the courts are already 
permitted to authorize trust companies 
(where there are such of undoubted 
responsibility and open to inspection 
by officers of the court) to act as 
trustees, executors, guardians, and in 
several fiduciary capacities. There can 
be no good reason why the legisla- 
tures, if the subject be carefully laid 


‘before them and explained to their 


committees, should not permit these 
investments and thus provide an out- 
let for idle trust funds. The objection 
to allowing trustees to invest in mort- 
gages beyond the jurisdiction of the 
courts is, of course, a sound one, but 
in the case of debenture bonds which 
are guaranteed by a home company 
within the control of the court and 


See 


ELYRIA 


additionally secured by Western mort- 
gages, the objection that the invest- 
ment is out of the jurisdiction of the 
court fails, while the double security 
of the guarantee and the real estate 
furnishes the best practical argument 
in favor of such an innovation. 

No one who has had any experience 
in managing Eastern investments in 
the West can fail to be struck by the 
richness of the field for lending—the 
demand, safety, and high interest 
which capital enjoys—nor by the 
apathy or ignorance which induces 
the mass of Eastern persons to con- 
tent themselves with starvation rates 
in their immediate localities. Like all 
financial operations, the Western 
mortgage business requires care, ex- 
perience, and discretion. When con- 
ducted with these safeguards, it af- 
fords the public a secure and 
remunerative means of making invest- 
ment, and to the companies a profit- 
able revenue. 
>> RE: CAP: The Certified Agency 
Program made 1,955 commitments in 
July, bringing total CAP commit- 
ments through July to 5,020—707 for 
new construction and 4,313 for exist- 
ing dwellings. Over 1,500 agents were 
participating in CAP, including 919 
banks, 318 savings and loan associa- 
tions, 226 mortgage companies and 
47 life insurance companies. A new 
examination procedure is being put 
into effect which would require a 100 
per cent check of all CAP cases, in 
order to review the quality of CAP 


cases. 


. JEFFERSON ~ MEDINA - PAINESVILLE - RAVENNA - YOUNGSTOWN 
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of the trome Oice 


Che Correspondent System Js an 
Efficient and Hevible Operation 


But, says this investor—who periodically has studied other methods of investment and 
found the correspondent system best—‘“to remain efficient, it must remain flexible, 
responsive to changing conditions and improved techniques.” 


EW YORK Life Insurance Com- 

pany has had a long and val- 
uable association with a number of the 
leading mortgage banking companies 
for procurement and servicing of its 
mortgage loan portfolio. 

Our oldest contract is with Telfair, 
Stockton and Company and dates 
back to December 1, 1921. At that 
time this company became a corre- 
spondent in Jacksonville, Florida. Al- 
though this company is now known 
as Stockton, Whatley, Davin & Com- 
pany, the relationship has continued 
uninterrupted for almost 37 years. 

In 1921 the New York Life Insur- 
ance Company made a total of $35,- 
000,000 in mortgage loans and during 
the following year the portfolio passed 
the $200,000,000 figure. As our port- 
folio now approaches $2.000.000.000. 
we are proud to report an uninter- 
rupted relationship with many mort- 
gage banking firms that has been go- 
ing on for almost as long as that with 
Stockton, Whatley, Davin & Com- 
pany. Commonwealth, Inc. of Port- 
land, Oregon has represented us since 
1922, Detroit Realty 
Company of Detroit, and Claiborne, 


Mortgage & 


Lothrop & Sample, Inc. of Knoxville 
since 1923. 

Other firms who have achieved the 
30-year mark are W. H. Opie & Com- 
pany of Tacoma, Winter Mortgage 
Company of Los Angeles, Securities 
Mortgage Co. of Seattle, Hill Mort- 
gage Company of Buffalo, Randall H. 
Hagner & Company of Washington, 
D. C. and Central Ohio First Mort- 
gage Company of Columbus. This rec- 
ord speaks well for the confidence 
we have in the correspondent system 
and the results that have been 
achieved through it. 

The last two issues of this magazine 
have contained excellent articles on 
the relationships between an investor 
and a correspondent. Mr. Miner and 
Mr. Brooks have covered the subject 
admirably and thoroughly. As a re- 
sult, my comments are directed more 
towards emphasizing a few points that 
have already been made. 

The New York Life 


Company, as is the case with any life 


Insurance 


insurance company, is proud of its 
reputation. Its good name depends on 
the daily acts, some of them seemingly 
unimportant, of many people in many 


By R. MANNING BROWN, JR. 


places. Among these people are its 
mortgage loan correspondents. We like 
to be represented by men of experi- 
ence, of integrity and of high standing 
in their communities. A correspond- 
ent who meets these qualifications is a 
great asset to us. Our fine correspond- 
ent organization, we believe, has done 
much to enhance the public relations 
of our Company in many cities 
throughout the United States, Canada, 
Alaska and the Hawaiian Islands. 

In addition to benefitting from his 
prestige and reputation, we benefit 
greatly from the professional compe- 
tence of our correspondent. Recently 
I was talking with Walter Nelson, 
vice president of the Mortgage Bank- 
ers Association of America. We com- 
mented on the fact that a loan sold 
by a good mortgage banking firm is 
a loan that has been subjected to criti- 
cal analysis and judgment resulting 
from experience and knowledge. In a 
branch office operation it would be 
both difficult and expensive to have 
in each locality representatives of sim- 
ilar stature and ability. 

From time to time we have studied 
the merits of a branch office system of 





Vice President in Charge of Real Estate 
and Mortgage Loans, New York 
Life Insurance Company 
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mortgage procurement and servicing. 
Under this system some companies 
have achieved excellent results. After 
each study, however, we have con- 
cluded the correspondent system is 
best suited to our needs. We believe 
it to be an efficient and flexible 
method of operation. In order to re- 
main efficient, it must remain flexible, 
responsive to changing conditions and 
improved techniques. 

This responsiveness to change must 
be a characteristic of both the investor 
and the correspondent. With it the 
seasoned relationships that have been 
developed over a period of years are 
kept strong and alert, and the corre- 
spondent can continue to fill effec- 
tively for a long time to come, the 
mortgage needs of his principals. We 
have had good experience with the 
correspondent system. We believe our 
correspondents have had good experi- 
ence with us. Conditions will change 
in the future as they have in the past. 
With good communications and a 
willingness to adjust for changes as 
they occur, future experience can be 
equally as good. 

The long range viewpoint is ex- 
tremely important to any investor in 
his analysis of an individual corre- 
spondent. Ours is a field subject to 
economic ups and downs. Volume of 
new loans fluctuate from year to year 
and servicing expenses vary with the 
economic climate. It is of paramount 
importance to any investor that he as- 
sures himself that his correspondents 
will continue to provide good service 
in those years where profits may not 
be as great. He looks for efficient pro- 
cedures, good internal controls and an 
increase in financial strength as serv- 
icing increases. We are especially in- 
terested in the financial strength of 
our correspondent. It is reassuring to 
know that a mortgage banker is re- 
taining some of the earnings in the 
business. His net worth is the cushion 
that protects the investor from servic- 
ing directly in a period of adversity. 
It has been gratifying to see the prog- 
ress that has been made in this direc- 
tion. 

Recently there have been a number 
of mergers and sales of mortgage 
banking firms. It would not surprise 
me at all to see more of these take 
place. Apparently there is a trend 
towards larger and financially stronger 
mortgage banking firms operating 
over a wider geographic area. This 


development, as I see it, is a healthy 
one. The surviving firms, better cap- 
italized and staffed, are able to service 
less expensively. They can reach fur- 
ther out from the metropolitan centers 
and into many good but smaller cities 
and towns which may not now be ade- 
quately covered. This should certainly 
be to the interest of the investor who 
wants to broaden his coverage as he 
grows. 

In summary, New York Life Insur- 
ance Company has found through 
long experience that the correspondent 
system is exceptionally suited to serv- 
ing our Company’s interests. Through 
it we have established good local pub- 
lic relations, have obtained valuable 
information about local real estate, and 
have found it adaptable to meet 
changing conditions in the mortgage 
lending field. 


Commercial Loans 
Reach Record High 


Life companies did a record vol- 
ume of commercial mortgage financ- 
ing last year, bringing the aggregate 
of such financing outstanding at the 


“start of this year to $7,660,000,000, 


according to the Institute of Life In- 
surance. 

During 1957, the life companies’ 
commercial mortgage financing newly 
undertaken added up to $1,440,000,- 
000. This record one-year total of new 
financing was up 2 per cent from the 
previous year’s aggregate and was 
nearly twice the 1952 figure. It was 
more than eight times the year’s 
financing of such mortgages 14 years 
earlier. The 1957 total represented 
30 per cent of all non-farm mortgage 
acquisitions of the life companies in 
the year. 

The aggregate commercial 
gages held by the life companies have 
increased steadily for the past ten 
years and at the start of this year were 
nearly three times the total ten years 
ago. They now represent nearly 8 
per cent of the total assets of the 
more than 1,300 life insurance com- 
panies. 

These commercial mortgages repre- 
sent in large part financing for small 
business. An analysis made last year 
of the mortgage transactions of four 
years ending with 1956 indicated that 
over 80 per cent of the number of 

(Continued page 34) 
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THREATENING US 
(from page 21 
Chey infringe hardly at all upon our 
freedom of choice, our freedom of 
action. 

By the same token, financial meas- 
ures do not interfere with the proper 
functioning of our free economy. They 
do not suspend the interplay of supply 
and demand in competitive markets. 
They permit the self-adjusting tend- 
encies of the market to operate as 
they should. 

Indeed, these measures can protect 
us from being subjected to far more 
The 


more effectively they are used, the less 


objectionable types of control. 


pressure there will be for a multiplicity 


of governmental controls regulating 
our lives 

Specifically, we could some day en- 
counter a situation in which, if we 
should fail to adopt appropriate finan- 
cial policies, we find 
saddled with wage controls, price con- 
and rationing. These should 
not be thought of as being alternatives 


to monetary and fiscal policy because 


may ourselves 


trols, 


they simply cannot accomplish what 
financial policies can accomplish. They 
are not just obnoxious; they are in- 
unworkable in kind of 
economy. They deal with symptoms, 
not with causes. They also disrupt our 
freemarket processes and prevent the 
that are needed in a 
dynamic economy. 


herently our 


adjustments 


In brief, monetary and fiscal policies 
are potentially potent medicine for 
combating economic instability, and 
they can also help to preserve our 
free market economy. To be effective, 
however, they require public under- 
standing. 

Chis problem of achieving reason- 
able stability for the American econ- 
Our 


economy has demonstrated a remark- 


omy is by no means insoluble. 


able sturdiness and resiliency and we 
have at hand good with 
which to combat instability. I think 
that a man from Mars, judging the 
performance of the American econ- 
omy in recent years in broad prospec- 


Ww cape ns 


tive, might conclude that, all things 
considered, we really have not been 
doing too badly at all. 

Looking to the future, I see no 
excuse, certainly, for a defeatist atti- 
tude, but plenty of cause for serious 
stake to 
permit complacency. There is no ques- 


concern. Too much is at 


tion as to whether the American 


people can avoid inflation and achieve 
reasonable stable economic growth. 
The only question is whether they will 
be well enough informed to support 
the measures that will be required to 
achieve these objectives. 

What is needed is nothing less than 
a continuing, all-out crusade against 
economic illiteracy. I suggest that we 
that crusade 


dedicate ourselves to 


here and now. 


COMMERCIAL LOANS 
(from page 33 
commercial mortgages acquired were 
in amounts less than $250,000 each 
and about three-fourths of all com- 
mercial mortgage loans were to firms 
with assets of less than $1,000,000. 

The same analysis showed that the 
largest recipient of this type of busi- 
ness financing comprised retail trade 
establishments, which 
+3 to 48 per cent of the total number 
of commercial mortgage loans made. 
Manufacturing plants and office build- 
ings were next, together accounting 
for 20 to 25 Hotels, ga- 
rages, theatres and non-rail transpor- 
tation accounted for 7 to 8 per cent. 
The remaining one-fourth of the loans 


accounted for 


per cent. 


were miscellaneous. 


Investments By 
World Risk Firms 


Life insurance funds are becoming 


an increasing source of capital in 


countries throughout the world, gains 
in many countries outpacing that in 
the United States. 

Citing statistics from 15 countries 
as reported by the International 
Monetary Fund, the Institute of Life 
Insurance shows that life insurance 
assets increased from 1950 to 1955, 
last year for which these figures are 
available, in all countries but three 
at a rate greater than the U. S. gain. 

In the U. S. the 5-year rise was 
41 per cent, with only Canada’s 37 
per cent, Switzerland’s 34 per cent 
and Denmark’s 29 per cent being less. 
Japan showed the greatest percentage 
gain, 463 per cent, with Chile up 254 
per cent, Germany (1951 to 1955 
only) 116 per cent, Belgium-Luxem- 
bourg 88 per cent, Ecuador 71 per 
cent, Netherlands 59 per cent, Sweden 
and South Africa each 58 per cent, 
New Zealand 57 per cent, India 53 
per cent, United Kingdom 40 per 
cent. 

The pattern of investment of these 
growing assets not only varies widely 
by country, but also shows material 
shifts in trend during the 5 years. 

The share of total assets invested 
in national government securities, 10 
per cent in the U. S. in 1955, ranged 
from | per cent in Ecuador and 2 per 
cent in Japan to 41 per cent in India. 
The share in financing for local gov- 
ernments, 2 per cent in the U. S., 
ranged from nothing in Chile and 5 
per cent in India. 
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IMPRESSIONS GAINED FROM REVIEWING NOTES OF A BUSY YEAR 


HEN the observations set forth here reach 

the printed stage, our Association’s annual 
Convention will be only a month away and most 
MBA members will have made their plans to at- 
tend. That statement has more significance than 
one might suspect because it is a fact that the 
percentage of MBA members attending our Con- 
vention is considerably higher in proportion to 
total membership than in most trade groups. If 
you haven’t made your plans, I urge you to do 
so. The program is outstanding with many promi- 
nent personalities scheduled to speak. We have 
an unusual entertainment pro- 
gram and—almost more im- 
portant—there are excellent 
opportunities for making con- 
tact between investor and orig- 
inator which occupies such a 
vital part of the mortgage 
lending operation. The many 
regional meetings which MBA 
sponsors every year are im- 
portant and offer specific and 
worthwhile benefits; but it is 
the annual MBA meeting which 
affords each member the unique and unparalleled 
advantage he cannot secure elsewhere. It is, indeed 
as has been said so often—the benefit of Asso- 
ciation membership he cannot afford to pass up. 





John C. Hall 


As always, the Convention means the end of 
another Association year, our 45th. It has been a 
good year for MBA and for the industry. I suppose 
few in the mortgage business have ever seen an- 
other like it, certainly I haven’t . Last November 
it was tight money, loans hard to place, curtail- 
ment of operations, reduced volume and the accent 
more than ever before on servicing income. (Signi- 
ficantly—and this speaks volumes for our industry 

-there was no real distress.) Then suddenly we 
had more markets and broader markets for our 
offerings than we had loans to offer. The first 
half of 1958 was hectic indeed. Now we are 
retracing our steps to some extent with rates firm- 
ing up some and investor demand not quite what 
it has been recently. But the outlook for us remains 
extremely promising. Certainly we have our prob- 
lems but, over-all, the prospects ahead are favor- 
able. Near-term, it won’t be like early 1958 but 
it also won't be like 1956 and most of 1957. 

The other most important impression I have 
gained from my experience of the past year has 
been in the legislative field. The Emergency 
Housing Act was certainly a liberal piece of liberal- 


ism. Regardless of our views of it, it must be 
admitted that results attained were partially in 
line with the goals set for it—namely, an anti- 
recession tool. (Again, significantly, it was about 
the only thing, except for stepped-up defense ex- 
penditures, which the federal government was able 
to get under way before the recession clouds began 
to break up, another reminder of how deeply 
housing and housing financing have become politi- 
cal). 

But when I mentioned the legislative field, I 
was thinking primarily of the omnibus housing 
legislation which failed to pass. It was a milestone 
in the long road we have been traveling for two 
decades—an extremely liberalized and extravagant 
conception of government’s role in these areas. We 
can be thankful that it failed; but let us not forget 
that the very same ideas, in about the same dress, 
will be back again—everyone of them would be 
my guess. The guaranteed conventional loan, more 
public housing and the extravagant use of federal 
credit will all be up for consideration next year. 

And now a word about the Association itself. 
It has been, I believe, an excellent year for our 
trade group which our members clearly indicate 
from year to year is so important and valuable 
to them. In recent issues of The Mortgage Banker 
I endeavored to relate some of the accomplish- 
ments of our committees this year. I would like 
to repeat, with each and every committee in mind, 
that this has been a year of intensive work and 
real accomplishment and a very substantial amount 
of the credit goes to our committees. Finally, and 
prior to seeing you in Chicago next month, I 
would like to thank each member for the privilege 
accorded me this past year in making it possible 
to head this truly great organization. It was not 
until this year that I fully appreciated how im- 
portant our trade association has become, how 
influential is its voice, and the stature it has at- 
tained in the councils of finance and business. To 
every member I would say most sincerely that it 
has been a pleasure and an honor for me to serve 
MBA and I am grateful for the opportunity. 


/s q 


PRESIDENT 
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Citizens 





Mortgage Corp., Detroit, and member, 


: Servicing Tips from the Top cS 


A monthly department about Mortgage Loan Servicing conducted by W. W. Duwire, 
Mortgage Servicing Committee 

















Our Association is fortunate in having alert young 
men such as Jim Wasson and Bob Murphy as 
Director and Assistant Director of Servicing and 
Accounting. These men spend the majority of their 
time consulting with mortgage companies through- 
out the country and are in an excellent position to 


contribute importantly to a column such as this. 


Ideas Most in Use by Mortgage Companies in 
Streamlining Their Cashiering Operations 
By JAMES G. WASSON 


MBA Director of Servicing and Accounting 


RECENT analysis of our mort- 

gage company members reveals 
that about 62 per cent service under 
$20 million, 75 per cent service under 
$30 million, and 82 per cent service 
under $40 million. Since the average 
loan balance is estimated at about 
$10,000, most of our members are 
still servicing under 4,000 loans and 
are utilizing mechanical bookkeeping 
machine equipment. Our servicing 
consultation have 
that the majority of these companies 
utilize some or all of these ideas in 
streamlining their cashiering opera- 


reviews revealed 


tions. 

>> A cashier card with a preprinted 
amortization schedule is used as the 
record of payment and the posting 
media. This card is designed on good 
card stock to accommodate six to 
eight years of monthly payments and 
contains the following data: 

a) Date due 

b) Date paid 

c) Total amount paid 

d) Payment number 

e) Interest 

f) Principal payment 

g) Principal balance 

h } Reserves 

i) Late charges and miscellaneous 

>? All cashier cards are maintained 
in either one complete alphabetical or 
numerical sequence utilizing two com- 


plete trays or tubs. As payments are 
received and are recorded on the cur- 
rent month’s cards, they are forwarded 
to the bookkeeping machine operator. 
After posting to the ledger card, they 
are returned to the cashier and filed 
alphabetically or numerically in next 
month’s tray. The cards remaining in 
the current month’s tray at any given 
day are the unpaid accounts. 

>> The individual mortgagor’s pay- 
ments are identified by one of these 
methods: a) Mortgagor’s number on 
the check itself; b) Coupons are re- 
turned with each payment. The mort- 
gagor is supplied with a coupon book 
that has at least 12 coupons and in 
many instances as many as 36; c) En- 
velopes perforated or printed with an 
Addressograph plate including the 
mortgagor's number are supplied to 
the borrower in packets of usually 
12 envelopes. 

>> All payments are rounded off to 
the nearest even dollar amount where 
reserves are maintained by the serv- 
icer. This makes it easier for the 
borrower to remember the amount of 
his monthly payment and reduces the 
amount of significant digits that must 
be handled throughout our servicing 
and accounting operation. 

>> All payments are _ processed 
through a clearing account and simul- 
taneously transferred to the correct 
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It is our intention to obtain such contributions as 
often as possible. In this month’s lead article, Jim 
Wasson has included certain tips regarding cash- 
iering functions. Should you have any particular 
problems, let us hear from you so that our tips 
can be aimed directly to your needs. 


— W. W. Dwire 


custodial accounts which, if possible, 
are maintained within the same bank 
as the clearing account. 

2»? Daily balancing procedure simply 
requires that after the cashier cards 
are pulled, date stamped, and the 
amount of the payment entered in 
ink, they can be sorted into custodial 
bank account order. A tape is run of 
all checks received daily and the “T” 
totals from the amount paid column 
from the individual cashier cards after 
they are sorted in custodial bank ac- 
count order must, of course, balance 
with the long tape of checks and cash 
received. This is the only balancing 
required prior to deposit. 





>> RE: FHA: FHA refunds to fami- 
lies that have paid off their mort- 
gages this year amounted to almost 
eight million dollars. The eight mil- 
lion dollars went to 79,000 home 
owners. Since the beginning of its 
insured mortgage operations the mu- 
tual mortgage insurance fund of FHA 
has paid $82,655,000 to 689,000 fami- 
lies. 

FHA has invited an advisory group 
of nationally known civic and indus- 
try leaders to review the valuation 
concepts of the Federal Housing Ad- 
ministration. FHA wants to take a 
fresh look at how the valuation of 
homes is affected by better land plan- 
ning, construction that reduces main- 
tenance expense, and modern factors 
that improve the desirability of home 
ownership. 

FHA’s latest survey shows that 
about one-third of the people buying 
new homes with FHA-insured mort- 
gages are less than 30 years of age. 


Se 


Complete but Concise Records on Delinquencies 
Are Highly Important in Today’s Operations 
By JAMES T. HILLMAN 


Secretary-Treasurer, Securities Mortgage Company, Seattle 


E have found that several 

simple statistical records help us 
to control our delinquencies. I per- 
sonally take a great deal of interest 
in our collection efforts and find that 
these records enable us to know the 
status of our delinquencies in time to 
assist the Collection Department in 
any added efforts that may be re- 
quired when they run into a particu- 
larly poor collection period. 

The delinquency information is 
summarized on a control chart form 
which gives information on the num- 
ber of delinquencies by investor, the 
total for all investors (in the 30-, 60-, 
and 90-day or more categories), the 
number of loans serviced by investors, 
and the overall delinquency percent- 
age. The months are listed vertically 
on the chart so that it is very easy to 
compare the number of delinquencies 


(by investor and in total) early 


enough in the month to add necessary 


collection effort if required. 

On or after the 16th of each month, 
we make our first delinquency count 
and record the information on the 
chart. On or after the 2lst of each 
month, we make second count 
and record the information. There- 
after, we make the count daily through 
the 25th of the month. From the 25th 
to the 15th of the following month, 
we are working on a relatively small 
number of 60-day accounts of which 
we can keep tract individually. 

This control record provides (all on 
form by and in total) 
the breakdown of the number of loans 
by type, where they are located, the 
number of delinquencies, and the per- 
centage of delinquencies in the same 
The total number of de- 
linquencies for each investor for the 
month is classified into one of 
reasons that appear on our 
These classifications are: unknown, 
irresponsible, sale, rental, domestic, 
sick-death, strike, unemployed, and 
special. 

The overall action taken for each 
investor’s total is classified as follows: 
no contact, individual letter, telegram, 
left note, telephone, home visit, and 
office visit. 


our 


one investor 


category. 


nine 
form. 


Our working collection card is ar- 
ranged with identical classification 
columns so that the monthly report 
is easy to compile. The card itself is 
of material assistance to the Collection 
Department in providing immediate 


evaluation of delinquents. 

We have found that this concise 
control form enables us in manage- 
ment to pinpoint delinquency prob- 
lems and to better gauge the effective- 
ness of our collection efforts. 


>> RE: VHMCP: Cumulative loan 
placements through June reached a 
total of 32,180, with a dollar volume 
of $306,170,460 and an overall place- 
ment ratio of 36.4 per cent. Applica- 
tions received in June totaled 1,350. 














GEORGIA SECURITIES 


INVESTMENT CORPORATION 


60 WALTON STREET, N. W. 
ATLANTA, GEORGIA 
JAckson 5-6446 


Announces The Opening Of Two Branch Offices 
At The Following Addresses: 


614 INDUSTRIAL BUILDING 
SAVANNAH, GEORGIA 
MR. THEO. S. MEDERNACH, JR. 


Assistant Vice-President 


1712 HAYES STREET 
NASHVILLE, TENNESSEE 


MR. JOHN W. WHITE 


Assistant Vice-President 


Institutions contemplating investments in 
mortgages in either of these areas are urged 
to contact either of the above gentlemen or: 


JERE M. MILLS, President 


New York Representative, J. P. Huntoon & Co. 














—__— 
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FIRST DAY 


First matter of business at any Convention is to get registered. Did you 
register—in advance, that is? Avoid the line and register before you come, 
$25 for members, $15 for wives. And while you’re at it, get your tickets for 
Club MBA ($10), Farm Loan Clinic and Luncheon ($4). Tickets for 


ladies’ events are included with her registration. 


This year the 
MBA program 
will include sev- 
eral men from the 
very highest levels 
of thought, action 
and_ responsibility 
in this country... 
such as the Under 


Secretary of the president Hall Mr. Baird Dr. Saulnier 
Treasury, Julian 

B. Baird and Dr. Raymond J. Saulnier, Chairman of the Council of Eco- 
nomic Advisers. With the government’s financing problem yielding to no 
other in importance, fiscal and debt problems and policies are commanding 
top priority in national attention. Mr. Baird’s appearance has country-wide 
significance. Dr. Saulnier is the top economic adviser to the President, 
a man recognized for his sound views. President Hall will join these two 
distinguished men on opening day to review the year in our own industry 
and look at the prospects ahead. 


This is a Convention year for the ladies. First programmed even is a tea 
with entertainment, featured by the songs of the Billy Williams Quartet. 





wee Noweornber ese 


SECOND DAY 


Mr. McDonnell Sen. Sparkman Mr. Wayne Mr. McKinney 


The parade of distinguished personages which MBA will be privileged 
to present on this, our 45th Annual Convention, will continue Tuesday 
with addresses by William A. McDonnell, president of the Chamber of 
Commerce of the U.S., and Sen. John Sparkman of Alabama. Mr. 
McDonnell is also chairman of the board of the First National Bank 
in St. Louis and recognized nationally as an outstanding banker and busi- 
ness spokesman. Sen. Sparkman probably is the best informed national 
legislator on matters of housing and housing financing and his views 
always command the highest interest—particularly now since there was 
no over-all housing legislation this year which probably means a con- 
certed drive for a new bill in the next session. In addition, MBA’s Young 
Men's Activities Committee will present an unusual afternoon session on 
“Operations of the Federal Reserve System” conducted by Edward 
Wayne and George W. McKinney, Jr. of the Richmond Federal Reserve 
Bank—something every mortgage man should hear in his own best 
interests. It makes a difficult and complex subject easy to understand. 


At every MBA Convention, there’s a spot for the changing of the guard 

. the time for our annual business meeting, election of officers, pres- 
entation of awards and for all the other matters which come under the 
general heading of business. It’s the duty of every member to attend 
this one meeting during the year when the affairs of his Association 


are under review. 


Second big event on the Ladies’ program is the Fashion Show and Luncheon 
in the Boulevard Room of the Conrad Hilton . . . an excellent setting for 
staging a special showing of Fall and Winter fashions by Chicago’s famed 
Carson Pirie Scott & Co. 








wes Nowveoern ber iess 


THIRD DAY 


Mr. Baughman 


Mr. Neel Mr. Ferguson Mr. Champ Dr. Jesness 


Third day is government day . . . and farm loan day. . . and the day 
for special fun, a night on the town at Club MBA. No working mortgage 
man has to be reminded this year that the government-sponsored side of 
our business is as important now as it ever was. So, to the Convention 
will come the principal spokesmen of the principal agencies which affect 
the government side of the business. . . . HHFA Administrator Albert 
M. Cole, FHA Commissioner Norman Mason, VA Loan Guaranty Di- 
rector Philip N. Brownstein and FNMA President J. Stanley Baughman 
will speak at a session moderated by Samuel E. Neel. For the Farm 
Loan Clinic and Luncheon, one of the best-informed farm authorities, 
Dr. O. B. Jesness of the University of Minnesota, will speak with F. P. 
Champ, Utah Mortgage Loan Corp., Logan, Utah, and Lester B. For- 
man, Business Men’s Assurance Company of America, speaking on the 
correspondent and investor viewpoints as to why the correspondent 
system is best. F. E. Ferguson of Northwestern Mutual Life Insurance 
Company will moderate the ses- 
sion. A great many members and 
most investors will not want to miss 
this session. 


The big social event of the Con- 
vention, the annual re-opening of 
Club MBA. An excellent dinner, 
an hour-long show especially pro- 
duced for MBA, a chance to see 
everyone. Not to be missed under 
any circumstances. 









































FOURTH DAY 





Mr. Lyon Mr. Brown 


For the fourth and concluding general session of the Convention, the 
rostrum will be shared by representatives of two fields of investment of 
vital importance to the mortgage banker. William A. Lyon, president 
of the National Association of Mutual Savings Banks and president, 
Drydock Savings Bank, New York, and R. Manning Brown, vice presi- 
dent in charge of real estate and mortgage loans, New York Life Insur- 
ance Company will address our group, each setting forth conditions and 
trends affecting their own areas of investment. Since, combined, these 
represent the major part of the investor side of mortgage banking, every 
member will want to hear these two points of view. 


The foregoing are the basic facts about MBA’s 1958 Convention, a meeting 
designed to cover the most important aspects of our industry and 

the economy in general . . . a streamlined meeting with a 

high-level program but one not too full or demanding of a 

member's time. There’s a great deal more to it of course . . . things 

such as the exhibit where one can learn a great deal that is 

new about servicing . . . the individual meetings of correspondents and home 
office personnel. But probably of paramount importance in this 
convention, as tt is with all conventions, is the opportunity to get 

the feel of this business of lending on mortgages, the chance to determine 
the general trends in our industry, what they mean for the future, 

and how you can adapt what you learn to your own business. 


That's the ingredient of an MBA meeting that can’t be found any where else. 


Errors and Omissions Coverage in Mortgage 
Bankers Blanket Bond Has Been Broadened 


Howard E. Green, chairman of 
MBA’s Insurance Committee, and 
president, Great Lakes Mortgage 
Corp., Chicago, announced the broad- 
ening of the errors and omissions 
coverage included in the Mortgage 
Bankers Blanket Bond as well as the 
excess errors and omissions coverage, 
both on an optional basis, so as to 
apply to all lines of insurance. His 
announcement culminates a project 
undertaken by the Insurance Commit- 
tee last year under the chairmanship 
of M. J. Mittenthal. 

At that time the Committee, in con- 
junction with Bankers Insurance Serv- 
ice Corp., designed a questionnaire 
which was sent to all members of the 
Association who are mortgage bank- 
ers. Analyses of the replies received 
indicated that while the errors and 
omissions coverage which the policy 
now provides is adequate for a mort- 
gage banker doing solely a mortgage 
banking business, there is widespread 
interest, particularly on the part of 
those who are also insurance brokers 


or agents, in broadening the protec- - 


tion to include all forms of insurance. 

According to Mr. Green, the 
blanket errors and omissions coverage 
now being offered is especially ad- 
vantageous because of its low cost and 
full coverage. Unlike conventional 
blanket errors and omissions insur- 
ance, it is not subject to a deductible. 

The Mortgage Bankers Blanket 
Bond as originally written provided 
fire and extended coverage errors in- 
surance which is still broader than 
most of the domestic forms of this 
type. It is advantageous principally 
in that it is not limited to mortgage 
interest. It applies to the legal liability 
of a mortgage banker in respect to 
provision of fire and extended cover- 
age insurance whether he is acting in 
the capacity of a mortgage servicer, 
mortgage fiduciary, mortgagee, real 
estate manager, or as insurance broker 
or agent. Further, the coverage is 
not restricted to real property, nor is 
it subject to co-insurance or deductible. 

As the need became apparent this 
coverage was broadened, first to in- 
clude liability in connection with 
homeowner’s policies or their equiva- 
lent, covering property in respect to 
which the insured is mortgagee or 


mortgage servicing agent. Subse- 
quently, the insured’s mortgagee in- 
terest was included irrespective of any 
liability to the mortgagor or others. 

With the inclusion of blanket errors 
and omissions protection, the Associa- 
tion is now able to offer its member- 
ship, in a package policy, errors and 
omissions and comprehensive crime 
insurance coverages broader than are 
generally available at a cost substan- 
tially below that of the principal cov- 
erages embraced in the package if 
purchased separately. 

It will be recalled that the Mort- 
gage Bankers Blanket Bond originally 
was developed by the Research Com- 
mittee to provide comprehensive crime 
insurance protection adapted to the 


Announce Nation-wide 
for MBA Next Year 


Four major mortgage conferences 
and two servicing clinics will provide 
the nucleus of next year’s MBA 
schedule of meetings. Two senior 
executive conferences—at NYU and 
SMU—both in January, the School 
of Mortgage Banking in June, July 
and August, and the annual conven- 
tion in September will complete the 
full meeting program for 1959. 

Traditionally, the lead-off mortgage 
conference of the year, the Midwest- 
ern Mortgage Conference will be held 
in Chicago, February 25-26, to be 
followed by a Board of Governors 
meeting on February 27. Local chair- 
man for the event will be H. Hoyt 
Thompson, president, Ward Farns- 
worth and Co. The meeting will be 
held, as always, at the Conrad Hilton 
Hotel. 

The Penn-Sheraton Hotel in Pitts- 
burgh will be the site, March 18-19, 
of the first of the year’s two Mortgage 
Servicing Clinics. Merle Duggan, as- 
sistant cashier, Mellon National Bank 
and Trust Company, in Pittsburgh, 
will serve as local chairman. 

Following close upon the heels of 
this servicing meeting will be the 
Southern Mortgage Conference and 
Clinic, scheduled for March 23-24 in 
Memphis at the Peabody Hotel. Next 


THE MORTGAGE BANKER + October 1958 


ptasociation rbffacnre 


needs of mortgage bankers and at 
special rates reflecting their own good 
experience as a group. In addition 
to the various forms of errors and 
omissions coverage discussed above, 
the policy provides the following cov- 
erages: fidelity, premises, messenger, 
forgery of outgoing and incoming 
instruments, and burglary or theft of 
office equipment, plus other incidental 
coverages. 

This plan has been available for 
six years to MBA members through 
Bankers Insurance Service Corp, Dur- 
ing that period the coverage has been 
purchased and renewed by a large 
number of mortgage bankers and has 
been tested by payment of a signifi- 
cant volume of losses. It is now well 
established as another service offered 
by MBA to which the membership 
has been responsive on virtually a 
nationwide basis. 


Schedule of Meetings 
to Begin in January 


in line on the conference circuit will 
be the Eastern Mortgage Conference, 
held traditionally at the Hotel Com- 
modore in New York, and scheduled 
this year for May 4-5, to be followed 
on May 6 by a Board of Governors 
meeting. 

Ernest P. Schumacher, president, 
Schumacher Mortgage Company, Inc., 
will serve as chairman of the Mem- 
phis meeting; J. J. Braceland, vice 
president, The Philadelphia Saving 
Fund Society will be in charge of the 
Eastern conference. 

Second of the Mortgage Servicing 
Clinics will be in Los Angeles, May 
21-22, at the Biltmore Hotel. This 
will be followed closely, on May 25- 
26, by the Western Mortgage Con- 
ference in Portland, Oregon, at the 
Multnomah Hotel. Serving as chair- 
man for that meeting will be Albert 
L. Buchner, vice president, Common- 
wealth, Inc. 

Although definite dates have not 
yet been determined, the School of 
Mortgage Banking—Courses I, II and 
IiI—will be held on the Chicago 
campus of Northwestern University 
commencing in late June and extend- 
ing through early July. Courses I 
and II will be given at Stanford Uni- 
versity in Palo Alto, California, com- 


43 











mencing in late July and running 
through early August. 

In September the attention of all 
MBA members will again swing east- 
ward for the 46th Annual Convention 

scheduled. in 1959, for New York 
City. It will be earlier than customary 

September 21-24—and will be at 
the Hotel Commodore, a familiar 
landmark for MBA members. 


MORTGAGE PROSPECTS 
Continued from page 25 
that will be strengthened if, as seems 
the away 


Treasury stays 


market for the 


probable, 


from the long term 
rest of the yea 

This may seem to be a long diver- 
sion from the subject of the outlook 
Actually it 


home-building and home- 


for the mortgage market 
is not, for 
buying, with their virtually complete 
dependence on credit, are creatures 
of the money market. That is why an 


understanding of influences at work 
in the general financial market is es- 
sential to an estimate of the prospects 
of the mortgage part of the market. 

his is especially true of the credit 
that comes for FHA and VA financ- 
ing by way of the life insurance com- 
panies and the eastern savings banks, 
which are the principal sources of 
this kind of financing. These institu- 
tions are not tied to the home mort- 


market as are the savings and 


gage 
loan associations. On the contrary, 
they are largely free to move into 


whatever field of investment offers the 
best in yield at the time, taking rela- 
tive risk into account. 


Through July, the financial cur- 
rents were clearly running in a way 
highly favorable to the home mort- 


gage market and hence to housebuild- 
ing. The result, as I have said. was to 
make residential building one of the 
leading and one of the most encourag- 
ing signs of recovery. Since the low 
point in February—the bottom of an 


almost continuous month-to-month 


drop over almost two years—the sea- 
sonally adjusted annual rate of start- 


ing new private dwelling units has 


nmsen from 915,000 to 1.170.000 in 
August 

The current rise has been due 
mainly to three influences: (1) the 


substantial increase in funds available 
for investment, especially in savings 
and loan associations and mutual sav- 


) 


ings banks; (2) the fall in long term 


interest rates from October to Jan- 


uary, which was great enough to 
make the arbitrarily fixed rates on 
insured mortgages attractive to inves- 
3) more recently, the infu- 
sion of over $1 billion of bargain- 
rate government credit through the 
Federal National Mortgage Associa- 
tion, which gave an outlet especially 
for VA guaranteed loans, the volume 
of which had remained depressed by 
the interest rate situation. 


tors; and 


The big question now is: where 
the home mortgage market go 
from here? On the one hand, the 
growth in the funds in savings institu- 
tions is certain to increase further, a 
fact favorable to the continued expan- 


does 


sion of mortgage lending. On the 
other, the soft touch offered by 
FNMA has been somewhat dimin- 
ished by the recent change in 


FNMA’s purchasing prices and is now 
ended altogether unless the new Con- 
gress is sold on the idea of restoring 
this charitable operation. 

Much more crucial to the prospect 
is the relationship that will prevail 
between the administered interest rate 
on insured mortgages and the general 
structure of interest rates. Our home- 
building friends fear for the 
They face the extinguishment of their 
FNMA bonanza with the 
forebodings. They look upon 
tary policy as a malevolent force de- 


worst. 


direst of 
mone- 


signed especially for their discomfi- 
They can see nothing ahead but 
FHA 


yields in other areas continue to rise 


ture 


another squeeze on money as 
above the fixed level imposed on the 


FHA and VA interest rates. 


“During the next three to six 
months, the demand for funds for 
new capital outlays and working 
capital is more likely to diminish 
further than to rise. With interest 
rates now at a level to make re- 
funding unprofitable, there should 
be a slowdown in this area; and 
iu is doubtful that sufficient need 
remains to fund bank debt to 
cause a rise in this area. Conse- 
quently, the rest of the year 
should see a further decline in 
the total volume of corporate is- 
sues, and a collateral reduction of 
pressure on long term rates, a 
trend that will be strengthened 
if, as seems probable, the Treas- 
ury stays away from the long 
term market for the rest of the 
year.” 
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It is certainly true that there is 
always the danger of such a squeeze 
as long as the government maintains 
the irrational and self-defeating policy 
of administering and, 
at that, administering them so snugly 
as to leave no play to accommodate 


interest rates 


the interim fluctuations of the gen- 
eral money market. On the whole, 
however, I think the homebuilders’ 


fears may be exaggerated. 

In the first place, I believe that the 
assumed importance of FNMA’s dole 
is magnified by the bargain characte 
of the operation. There will always 
be a demand for something that is 
and, in an 
there has been a 
giveaway here. It does not, however, 
necessarily follow that the absence of 
the giveaway element would result in 


given away: economic 


sense, substantial 


a sharp reduction of demand. 
The 
squeeze also probably appears some- 
what larger than life. There is no 
question that recently the market has 
tightened, that the six or eight months’ 
shrinkage in discounts has come to 
an abrupt halt, that stiffer discounts 
are already being quoted and that in- 
sured and guaranteed mortgages have 
become more difficult to place. 


prospect of an interest rate 


These developments may continue 
for a time. Nevertheless, if the situa- 
tion in the general financial market 
works out as I have discussed it, there 
is a possibility of some easing in the 
months ahead and of a stabilization of 
interest rates at little if any higher 
than present levels. While this would 
leave the VA guaranteed loan at a 
distinct disadvantage of a 5 to 6 point 
discount, it might still leave FHA 
mortgages in a fair trading position. 

Here again the element of unpre- 
dictability enters. We do not know 
how the Treasury is to handle its stag- 
gering financing operations. Much de- 
pends on the way in which this is 
done and the way in which the Fed- 
eral Reserve gives it an assist. We shall 
know more about this after the huge 
October financing takes place. Much 
also depends on the willingness of 
FHA to keep its interest rates com- 
patible with the market. And much 
depends also on the wisdom, or lack 
of it, of the new Congress in accepting 
the fact that the forces of the market 
cannot be dodged forever. 

In any event, the home-building 
prospect for the year is pretty well 


No Money Scarcity Downs Tells $. Calif. MBA 


Real estate mortgage money will not 
be scarce during the coming months, 
but it will be higher priced, according 
to James C. Downs, Jr., board chair- 
man of the Real Estate Research 
Corporation, Chicago. 


Speaking at a dinner meeting of 
Southern California MBA, Downs 
predicted that the interest increase 
would be “no more than” .5 per cent 
by the end of the year. On a nation- 
wide basis, real estate has had greater 





stability than any other form of equity 
during the recent economic down- 
swing, Downs stated. Temporary slow- 
ness in the Los Angeles real estate 
market has been due to a slack-off 
in population growth, which in turn 
has been affected by a declining job 
market, he added. 


settled. Certainly most of the houses 
to be started in 1958 have already 
been financed. On this assumption it is 
practically assured that the total num- 
ber of nonfarm, private houses started 
will come to about 1,070,000, and 
the figure may well be somewhat 
larger. For next year? Assuming no 
additions to the FNMA kitty, but as- 
suming also that the FHA interest 
rate will remain in a practicable align- 
ment with the market, there is every 
reason to expect at least an additional 
100,000 starts in 1959, and perhaps 
even a 1,200,000 house year. 

Forecasting is affected not only by 
such facts and assumptions as I have 
set forth. It is also affected by the 
disposition of the forecaster. I am 
sanguine enough to feel that our pol- 
icy-makers will not take actions that 
will halt an advance so favorably 
begun. 


“From 1950 to 1957, the Los An- 
geles area ‘labor force’—people avail- 
able for employment—increased an 
average of 100,000 each year,” Downs 
said, “but in the last 12 months it 
has expanded only 45,000, while un- 
employment has climbed to 176,500 
or approximately 6.6 per cent of the 
total labor force, as compared with 
83,400 or 3.2 per cent in July, 1957.” 

Downs (standing, center, in photo 
below) was introduced by SCMBA 





president John J. Lyman, vice presi- 
dent of Dwyer-Curlett and Co. 
(standing, second from left). Others 
standing) are: George B. Gose, pres- 
ident, Los Angeles Chamber of Com- 
merce; Fred Schnell, vice president, 
Prudential Insurance Co.; SCMBA 
secretary-treasurer Guy B. Mize, vice 


president, The Marble Co.; and 


(seated) SCMBA vice president Gor- 
don Calder, executive vice president, 
Alison Co.; Ben Deane, president, 
Home Builders Association; Richard 
Keyser, assistant chief underwriter, 
FHA; H. B. Weinhold, president, Los 
Angeles Realty Board. 


Grassroots Clinics 
in Servicing Held 


In conjunction with a regular serv- 
icing consultation visit to the Seattle, 
Washington area, MBA Servicing Di- 
rector James G. Wasson and Assistant 
Director Robert J. Murphy partici- 
pated in a special one-day servicing 
clinic, arranged by the Seattle MBA. 

Held at the Olympic Hotel, this 
“satellite” clinic opened with a noon- 
time luncheon, followed by an in- 
formal panel discussion of various 
servicing topics. The panel, in addi- 
tion to Messrs. Wasson and Murphy, 
consisted of A. R. Jarvis, Burwell & 
Morford; Robert E. Nelson, Washing- 
ton Mutual Savings Bank; and Irving 
Pearson, Sparkman & McLean Co. 

Over 50 people attended and audi- 
ence interest was such that many were 
still actively asking questions when 
the meeting terminated at 4:30 p.m. 
James T. Hillman, secretary and 
treasurer, Securities Mortgage Com- 
pany, was clinic chairman. The local 
Seattle MBA, headed by president 
D. K. McClure, handled all local 
arrangements and promotion. 

Later, that same month, a similar 
clinic was held in Portland, Oregon. 





Seattle Servicing Clinic Views: Above, the panel participants (left to right). A. R. Jarvis, 
James T. Hillman, Robert J. Murphy, James G. Wasson, Irving Pearson and Robert E. 
Nelson. And, below, Mr. Murphy, clarifies a point of servicing procedure. 
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Scheduled to coincide with a con- 
sultation visit of Mr. Murphy’s, the 
meeting was an evening session—/7 to 
the offices of Commo: 

Eighteen people, repre- 
attended 


ll p.m.—in 
wealth, Inc. 
senting six different firms, 
this informal, workshop-type clinic. 
Reaction to this smaller, local-level 


type of clinic has been favorable. Such 


informal gatherings of local servicing 
personnel, for the purpose of mutually 
exchanging servicing ideas and pro- 
‘edures, have a definite value to the 
membership in that they reach many 
of the people who actually perform 
the work in the various offices and 
who do not have an opportunity to 
attend the regular Servicing Clinics. 


Chicago MBA Sets Up School for Non Executive 
Personnel; Chapter’s Year a Study in Action 


A brand new venture in education 
for mortgage banking personnel at the 
non-executive level will be launched 
that 


Asse )- 


this month when 
local Mortgage Bankers 
ciation inaugurates its CMBA School 
of Mortgage Banking 
Designed to provide 


in Chicago 
city’s 


an elementary 


but thorough coverage of the more 


important and fundamental phases olf 
taught as mort- 


mortgage operations 


@ice men want them to be taught 
the school is aimed exclusively at 
that segment of mortgage firm per- 


sonnel not ordinarily exposed to this 
type of specialized instruction 

be held 
Thursday 
from 5:30 to 7:00 p.m., in the head- 
quarters office of the Chicago MBA 


will © be 


Classes will twice weekly, 


on Tuesday and evenings 


Of necessity, they restricted 


to a maximum enrollment of 15 stu- 
each, and limited to 
employees of CMBA members. In- 
the 


seminar type, with participating lec- 


dents will be 


struction will be, essentially, of 
turers being drawn from the top man- 
agement of CMBA member firms. The 
tuition fee of $25 per course includes 
all textbooks and other class materials. 

Four basic subjects will be taught. 
Based on a two-semester system, two 
courses will be offered each semester. 


Each will 


First semester courses will be “‘Mort- 


course run for 10 weeks. 
on Tuesday evenings, 
October 14 through 


Thursday eve- 


gage Lending,” 
running from 
December 16; and, on 


” 


nings, “Insurance,” starting October 
16 and running through December 18. 
The second semester, Tuesday evening 
course, “Mortgage Servicing and Ac- 
counting,” will run January 20 
through March 24. “Customer Rela- 
tions” will be presented Thursday 
evenings, January 22 to March 26. 
Classes in “Mortgage Lending” 
covering such topics as mortgage law, 
mortgage lending appraisal, mortgage 
risk the FHA 


underwriting, role of 


and VA, conventional loans, construc- 
tion loans, selling of loans and mort- 
gage business operations—will be con- 
ducted by CMBA President Robert 
H. Pease, vice president, Draper and 
Kramer, Inc. Lecturers will include 


Alvin G. Behnke, vice president, 
Greenebaum Mortgage Company; 
John W. McBrady, executive vice 


president, Republic Realty Mortgage 
Corporation; Newton S. Noble, Jr., 
president, Lake Michigan Mortgage 
Company ; Lindell Peterson, president, 
Chicago Mortgage Investment Com- 
pany, and a past president of the 
national MBA; John R. Womer, vice 
president, Great Lakes Mortgage Cor- 
poration 

William M. Donne, vice president, 
Youngberg-Carlson Company, will 
the 
The course will cover such topics as 


conduct classes in “Insurance.” 


principles of insurance, the mortgage 


banker’s role, insuring methods, in- 


surance companies, types and kinds 


) 


policies available, protection of 


SUPP PPR 


Mississippi Mortgages 


offer threefold advantages to you! 


LOOK SOUTH for... 


1. Diversification. 


3. No redemption. 


investors. 


ULE be 
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2. No need to qualify to do business in Mississippi. 


LOOK TO REID-McGEE . . . 


More than 33 years servicing for some of the country's largest 


WRITE OR PHONE 





516 E. Capitol St. * Jackson, Miss. 
PHONE 5-7451 


"Our Growth a Reward for Service” 
[HHNNUUNNUNNUUENUUNUUUNUUUNULNNUONNUONUEONUEOOOONNONOUONOUNOUONNUENOUENOHONUEONUEGNLONOUEGUOGOUEOUUOOUEOOUUGOUEGUUqOOUCONUONUoONUoGuuoNduoNdooddaadueguuagqaniintt ro 


mortgagor and mortgagee and errors 
and omissions. 

“Mortgage Servicing and Account- 
ing” will encompass responsibilities 
of the servicing department, operations 
of cashier, collection, accounting, in- 
surance and tax departments, servicing 
personnel, statistics, cost accounting, 
coordination and internal control. The 
class will be conducted by William 
I. DeHuszar, vice president and treas- 
urer, Dovenmuehle, Inc., with guest 
lecturers to be announced later. 

Requirements of good customer re- 
lations, customer relations on the 
phone, in person and in correspond- 
ence, handling of complaints, sales- 
manship and how to get along with 
the public, will all be covered in the 
course on “Customer Relations,” to 
be conducted by William L. Blake, 
assistant vice president, Chicago Title 
and Trust Company, and other guest 
lecturers. 

A written examination will be given 
at the conclusion of each 10-week 
course and grades will be issued. To 
qualify for a “Certificate of Satis- 
factory Completion,” a student must 
complete all four courses with satis- 
factory grades. Students need not, 
however, take all courses within one 
school year, but may take any number 
and work for their Certificate during 
succeeding school years. 

Oldest ranking among local mort- 
gage bankers associations—and the 
only one maintaining a permanent 
headquarters office and full-time staff 


" 
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he Chicago MBA ranks among the 
most active. And this year has been 
a particularly active one for the group. 

In May of this year, in association 
with the School of Business of the 
University of Chicago, the local group 
sponsored a one-day Chicago Mort- 
gage Bankers Seminar on the Uni- 
versity campus. Attended by some 72 
top level mortgage executives in the 
Chicago area, the Seminar—with an 
agenda of topics slanted primarily to 
Chicago’s own particular conditions, 
markets and problems related to the 
city’s future growth and expansion— 
was pronounced an outstanding suc- 
cess. Participating lecturers included 
R. Manning Brown, vice president, 
New York Life Insurance Company; 
John F. Austin, president, T. J. Bettes 
Company, Houston, and former presi- 
dent of MBA; John M. Trissal, vice 
president and chief engineer, Illinois 
Central Railroad; Richard L. Nelson, 
president, Real Estate Research Cor- 
poration; among others. 

And in January CMBA’s very ac- 
tive public relations program was 
brought into full play when, following 
a series of fatal tenement fires, the 
city administration threatened a crack- 


down on financial institutions not co- ~ 


operating in the city’s fight against 
slum-breeding conditions. Through a 
vigorously conducted campaign, which 
included meetings with top city offi- 
cials and evoked widespread, favorable 
editorial notice in Chicagoland news- 
papers, the Chicago MBA was able 
to dispel, concisively, any suggestions 
of laxity on the part of its members 
in the full force war against slum 
property. 

Outstanding among the many rec- 
ommendations made by CMBA was 
its five-point “get tough” policy de- 
signed to curb miscellaneous viola- 
tions of ordinances applying to resi- 
dential buildings. Under the CMBA 
plan, new or renewed mortgages 
would contain a clause making the 
loan payable at once if the mortgaged 
building wasn’t maintained, repaired 
and operated in keeping with all city 
ordinances. Any illegal conversions, 
likewise, would result in immediate 
calling in of the loan. The loan would 
also be subject to immediate call if 
the building was altered, or its char- 
acter changed in any way, without 
the consent of the mortgagee. 

In addition, the CMBA recom- 


mended that its members issue no 


loans for major building improve- 
ments unless a building permit is 
obtained. Loans would also be denied 
if the applicant failed to file with the 
city the certificate of occupancy, re- 
quired in a recently passed ordinance. 

This program, as presented, was 
hailed by the city’s press as “a high- 
minded sense of civic responsibility on 
the part of private enterprise.” 





>> DEBT GROWTH: A new, and 
by past standards unusual, push has 
been developing on the debt front as 
the result of simultaneous borrowing 
on a major scale by both the public 
and private sectors of the economy. 

The prospect that this will be accen- 
tuated is inherent in the extent that 
the U. S. budget is now running “in 
the red,” and in forecasts that the 
deficit for the current fiscal year, 
which started on July 1, may be of 
the magnitude of $10 billion. Deficits 
of such a size were incurred only in 
wartime in the past. 

A prolonged period of Federal defi- 
cit financing, superimposed on the 
normal and necessary capital and 
credit needs of a _high-investment 
economy, and continued large state 
and local government borrowing for 
schools, roads, etc., is practically cer- 
tain to complicate the fundamental 
problem of maintaining economic sta- 
bility and of holding inflationary forces 
in check. It likewise puts a different 
complexion on the entire question of 
taxes. 

This debt development has no exact 
parallel in the records. Long-term 
data compiled by the U. S. Depart- 
ment of Commerce show that public 
and private debt rarely scored major 
increases together for any considerable 
period of time in the last four decades. 
Usually one dominated while the 





Debt Story, 1929-57 
The following table gives some 
of the highlights of the trend of 
gross public and private debt (in 
billions of dollars) from 1929 to 
the present: 


Public Private 
Individual 
Year- State & & Non- 
end Federal local Corporate 
1929 $ 17.5 $17.2 $107.0 $ 72.3 
1940 53.6 20.2 89.0 53.0 
1945 292.6 16.6 99.5 54.6 
1950 266.4 24.2 167.0 108.8 
1952 279.3 29.6 201.6 135.5 
1954 294.4 37.9 216.3 165.4 
1956 300.5 48.0 265.8 207.5 
1957 301.7 52.5 276.6 221.9 
Source: U.S. Department of Commerce 











other was quiescent. Historically, for 
example, Federal borrowing has al- 
ways gone up greatly in wartime. Up 
to the “thirties” this was always fol- 
lowed by an extended period of debt 
repayment. The rise in U. S. debt 
during that period, and the trend in 
recent years, have reversed a tradition 
going back to the country’s earliest 
days, of reducing a wartime-incurred 
debt in peacetime. 

Over the years, private debt has 
usually changed little or gone down 
when the public debt was expanding, 
and then climbed as a normal peace- 
time characteristic in keeping with 
economic growth. Increase in private 
debt is invariably tied up with provid- 
ing the production facilities, homes, 
and other capital and credit needs of 
an expanding economy. For example, 
the rise of some $340 billion in private 
debt from the end of World War II 
through 1957 was based on expendi- 
tures of nearly $580 billion during the 
period for plant and equipment, new 
homes and other investment outlays, 
according to gross private domestic 
investment data of the U. S. Depart- 
ment of Commerce. Growth of the 
people’s savings in life insurance and 
other thrift institutions has been a 
major source of capital and invest- 
ment funds in this period. 

As it is, the total of debt in the 
economy has reached record propor- 
tions. Department of Commerce fig- 
ures show that aggregate gross public 
and private debt reached a total of 
$852.7 billion at the year-end. The 
rise during 1957 was about $31 bil- 
lion. The gross debt of the economy 
now works out to the equivalent of 
just under $5,000 for every person in 
the population. 

Growth in the private sector has 
been the dominant debt factor during 
the post-World War II period. Ac- 
tually, private debt declined $25 bil- 
lion from 1929 to 1945, a period in 
which the gross public debt went up 
from around $35 billion to just un- 
der $310 billion, practically a ninefold 
rise. Since the end of 1945, gross 
private debt has increased from $154 
billion to just under $500 billion at 
the end of last year, a rise of about 
225 per cent. Approximately 45 per 
cent of the gross private debt total is 
individual and noncorporate, with 
home mortgages and consumer credit 
major factors. 
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Bernard A. Epter, secretary and 
treasurer, Lawrence A. Epter & As- 
sociates, Inc., New York City, will 
serve as chairman of the real estate 
division in the current Sister Eliza- 
beth Kenny Foundation fund appeal. 
Announcement was made by Walter 
E. Kolb, president, Industrial Bank of 
Commerce, general chairman. The 
Kenny Foundation, whose program is 
made possible through public contri- 
butions, provides treatment and re- 
habilitation for victims of polio and 





other crippling disabilities. Mr. Epter 
(right) and Mr. Kolb are pictured, 
below, at the Foundation’s “kick-off” 
luncheon at the New York University 
Club. 


MBA Vice President Walter C. 
Ne'son has been appointed a member 
of the FHA Industry Advisory Com- 
mittee on Valuation Concepts, FHA 
Commissioner ‘Norman P. Mason, an- 
nounced. Mr. Nelson attended a 
meeting of the Committee in Wash- 
ington, D. C. on September 24. 


Robert H. Pease, vice president, 
Draper & Kramer, Chicago, and 
president of the Chicago MBA, last 
month appeared as a panel partici- 
pant on the Daily News Home Forum 
TV program. The program, designed 
to give the public authoritative, accu- 
rate information on all phases of 
modern homes and home buying, was 
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moderated by Al Jedlicka, real estate 
editor of the Daily News. 


It’s the most natural thing in the 
world for a home buyer to be up in 
the clouds, especially when builders 
use helicopters to 
show prospective 
buyers their proj- 
ects. Among the 
leading proponents 
of this novel form 
of salesmanship is 
Robert H. Wilson, 
president of the 
Chicago firm, 
Percy Wilson 
Mortgage & Finance Corporation, 
who points out that “it’s a very good 
way to see the area and to spot the 
good and bad features.” Airborne pur- 
chasers can see how the project is lo- 
cated in relation to major highways, 
how the project ties in with other 
roads and shopping areas and what 
industrial influences may be nearby. 
Mr. Wilson, a pilot for 22 years, has 
become so interested in helicopters 
that he’s learning to fly one. 





Robert H. Wilson 


Promotion of various members of 
the home office staff of The Manhat- 
tan Life Insurance Company was 
announced by company President 
Thomas E. Lovejoy, Jr. Ralph P. 
Schaberg, formerly secretary and 
treasurer, becomes vice president and 
secretary. He rounded out 35 years 
service with the company in August. 
Until his election, he had been treas- 
urer since 1953, and became secretary 
in 1956. Following his discharge from 
the Army in 1945, after overseas duty 
with the 103rd Infantry Division, Mr. 
Schaberg rejoined The Manhattan 
Life, serving as mortgage representa- 
tive. 

Commonwealth Land Title Insur- 
ance Company, Philadelphia, an- 
nounces the election of William 
R. K. Mitchell as chairman of its 
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W.R. K. Mitchell B. F. Sawin 


executive committee and Benjamin 
F. Sawin to its board of directors. 
Mr. Mitchell is vice chairman of the 
board and chairman of the executive 
committee of Provident Tradesmens 
Bank and Trust Company. He is a 
former member and director of the 
Federal Advisory Council represent- 
ing the Third Federal Reserve District. 

Stanley M. Stalford, president and 
chairman of the board of Fidelity 
Bank, Los Angeles and Alfred D. Stal- 
ford, president of Stalford & Com- 
pany, Inc., mortgage bankers, New 
York, have acquired ownership of all 
the outstanding stock of the Institu- 
tional Mortgage Company 





PERSONNEL 


AND BUSINESS NEEDS 


In answering advertisements in this . 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2. Illinois. 











MORTGAGE LOAN MANAGER 
Large Philadelphia Mortgage Company 
can use a top notch man to manage our 
commercial, industrial and apartment house 
loan department. Must be able to originate, 
setup, and sell. One who has established 
insurance company contacts preferable but 
not essential. State experience and salary 
expected. Write Box 514. 





Excellent opportunity for young man in 
large, fast growing mortgage banking firm 
covering Washington, D. C., Maryland and 
Northern Virginia. Please state age, edu- 
cational background, previous experience 
and salary desired. Enclose photograph. 
Write Box 515. 


ACCOUNTANT 


Six years Mortgage Company experience. 
Title Insurance, Mortgage Servicing, Book- 
keeping G/L through financial statement, 
tax returns. Seeks responsible position with 
Mortgage Company. Will relocate. Write 
Box 516. 


Available—young man, 25, married, college 
graduate. Excellent training finance, real 
estate, law, economics. Seeks position mort- 
gage firm as trainee. Military service com- 
pleted. Will go anywhere. Write Box 517. 











Have opening for executive vice president 
to take complete charge Ohio Valley area. 
Prefer someone with experience in dealing 
with major New York insurance compa- 
nies. Good salary, opportunity for stock 
purchase eventually—Will interview at 
MBA convention. Write Box 518. 


ilelp Yourself ....and Help Your Investor .... 


iby ordering any — or all — of these forms and booklets which your Association is pleased to make 
available to you. 


Residential Appraisal Report for Conventional Loan: Newest addition 
to MBA-standardized forms, it conforms in size and style with the real estate loan application form 
introduced a year ago and includes all major items of information required by investors. Your inves- 
tor will appreciate its convenience. Room at the top is allowed for imprinting — your own firm 
name, or perhaps the name of the appraiser. Available in pads of 100. Prices, including imprint- 
ing, are: 


A $ 4.50 — rrr rer $17.00 
Me 0 6eetsevewes $11.00  PPPrerrr cer $29.00 


Application for Real Estate Loan: Its concise yet complete contents make it the 
standard loan application long needed by our industry. It continues to gain in widespread usage. De- 
signed to eliminate as much duplication as possible, it is concerned primarily with terms and condi- 
tions of the mortgage, with sufficient property and borrower description to identify the appraisal and 
credit reports. Available in pads of 100. Prices, including imprinting, are: 


ee ee $10.00 Serres rer $28.00 


Personal Financial Statements: An indispensable aid and one which will provide 
both you and your investor with concise, orderly financial information on your borrower. Available 
in pads of 100. Prices include imprinting of firm name and address: 


ree -weheg $2.50 CC eer se $ 7.50 
eres $6.25 De 64 ees ones ous $12.50 
UT eee $19.00 


FHA Payments at a Glance: Newly revised as of April 1, this newest edition in- 
cludes a brand new section with down-payment requirements. Every mortgage company making FHA 
loans will find this book of great help — and placing a copy in the hands of every FHA borrower will 
be good business. Have your firm name imprinted on the cover. Costs are: 


Less than 100... .35e each Ds acss se cenens $190 
Mars @ ine 616.6 ea $ 29.00 ee $320 
bc cagewenae $ 78.00 Ee $450 
ee ee $115.00 Imprinting ........ $4.00 Additional 


MORTGAGE BANKERS ASSOCIATION OF AMERICA 
LLL West Washington Street, Chicago 2, Ill. 


Please send me: 


Copies of the Residential Appraisal Report for Conventional Loan Cost: 





Copies of the Application for Real Estate Loan Cost: 
Copies of the Personal Financial Statement Cost: 
Copies of FHA Payments at a Glance Cost: 
My check in the total amount of is enclosed. 


These materials The imprinting I want (on booklet cover please limit to firm name, address, telephone 


are available to number and short message totaling not more than five lines: on forms please limit to 


MBA members only. 


name and address) is: ; es: ae 





Wise Heads Insist On 
Title Insurance | peas.) @ 


for speedier, more profitable 
mortgage transfers 


SE  — 


ere 


The knowledge that a title is securely protected , 
by a Kansas City Title Insurance policy helps make ‘ 

mortgage transfers fast and profitable. Your 

customers demand predetermined title security... 

and there’s no better guarantee of protection than a 

policy backed up by Kansas City Title. 


For complete title service that saves your time 
and brightens your profit picture, call in a Kansas City 
Title agent. You’d be smart to do it today. 


BRANCH OFFICES: 
Baltimore, Maryland; 210 North Calvert 
Street—Little Rock, Arkansas; 214 Louisiana 
Street—Nashville, Tennessee; S$. W. Cor. 3rd 
& Union Streets 
The Company is licensed in the follow- 
ing states: 
Alaboeme, Arkansas, Colorado, Delaware, 
rio:.da, Georga, indiana, Keonsas, Lovis- 
ona, Maryland, Mississippi, Missouri, Mon- 
tana, Nebraska, Nevada, No. Carolina, Ohio, 
So. Carolina, Tennessee, Texas, Utah, Vir- 
ginia, Wisconsin, peda and in the Dis- 
trict of Columbia and Territory of Alaska. 


. Mf 
Aansas Cadre Z 
Capital, Surplus and Reserves Exceed $5,000,000.00 


925 Walnut Street Kansas City 6, Missouri 
“Since 1861" 





